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THREE MEN 
AND A BUOY 





The men are Cities Service geologists, the buoy 
a marker used in undersea oil exploration. 

That this search involves great expense, everyone 
agrees. That it will prove successful, no one can 
guarantee—since the odds for exploratory drilling are 
nine to one against a discovery. The Cities Service 
oil seekers, however, continue to chalk up impressive 
records in both land and sea exploration. Records such as 
1955’s one-out-of-three success ratio for test wells 
... far above the ratio for the oil industry. 

Here are other 1955 records : A new peak in 
production and sales of petroleum products, with sales 
up 17% ...a6% increase in natural gas sales... 
an all-time high in stockholders’ equity ... construction 
of an ultramodern Cities Service research laboratory 
to assure that this dynamic growth continues. 

The growth of Cities Service is planned not only 
in the company’s interests, but on the broader basis 
of what benefits the nation as well. 


We think it’s a good plan. 


CITIES () SERVICE 


Progress through Service 
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A trip youll 

always remember 
~a train 

youllnever forget 





Sup 
Chief 


-+. your carefree ride through 
the colorful Southwest Indian 
Country on the Super Chief... 
with the Turquoise Room, 
famous private dining room. 
Daily departures from 


Chicago and Los Angeles. 















BREAKS THROUGH HIGH-FREQUENCY BARRIER. Shown in the circle. about actual size, is the Bell Telephone Laboratories 
new Transistor that performs at record high frequencies. In telephony, it can amplify 2500 conversations sent simultaneously 


on a pair of wires. 


In the background are some of the many other types of Transistors developed at Bell Laboratories. 


Latest Bell System Transistor 
Opens the Way to Many New Uses 


Entirely new type provides ultra-high-frequency amplification 


never before possible in this mighty mite of electronics 


The Transistor has made tremen- 
dous progress since it was invented at 
the Bell Telephone Laboratories. It was 
first announced eight years ago. 

Since that time there have been many 
Bell Laboratories developments that 
have increased its usefulness and re- 
duced its cost. The latest invention is 
an entirely new type of ultra-high-fre- 
quency Transistor. 

It is made possible by new develop- 
ments in the controls of microscopic 


chemical layers. The heart of the new 


Transistor is a layer of germanium 
only 50 millionths of an inch thick. 

This major achievement is destined 
to have far-reaching benefits in the use 
and manufacture of the tiny amplifier. 
especially for electronic applications in 
telephone and television transmission 
systems. 

Its broad frequency band also offers 
great possibilities for color television 
sets. guided missiles and electronic 
brains for military and business uses. 


The new Bell Laboratories Transis- 


BELL TELEPHONE SYSTEM 


tor shows how the money invested in 
telephone research creates significant 
advances and develops them into use- 
ful tools for telephony and the nation. 





= an 


The Transistor is a tiny device that 
can do amazing things in amplify- 
ing electric signals. It can do many 
things a vacuum tube can do--and 
more besides. Yet it is simple, rug- 
ged and long-lived and requires 
only a fraction of the power of a 

vacuum tube. | 
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The Trend of Events 


REVOLT IN POLAND... Americans who served with 
those sons of Poland who managed to escape the 
clutches of Hitler’s Germany will be the least sur- 
prised by the uprising in the city of Poznan. Their 
elan was contagious and did no little to lift the 
spirits of the Allied cause during the darkest days 
of World War II. 

It is much too early to say how successful these 
intrepid people will be in their struggle to throw off 
the Kremlin yoke. Armed only with ardor for free- 
dom, they will pay a terrible price for this effort 
to smash the rule of their Communist exploiters. 
Red regimes, by their very nature, have no regard 
for human life. The foreign masters of Poland and 
the miserable lackeys within that country who do 
the Kremlin’s dirty work may be counted on to pro- 
vide the blood bath that will destroy countless lives. 

It is well to remember that there have been many 
Poznans these last few years, only they did not come 
to world attention. There have been uprisings in the 
Baltic states, now incorporated into the Soviet 
Union, and in the Eastern European satellites. 

There were too many foreigners in Poznan, site 
of a trade fair, to hush up that rebellion. Nor could 
the Russians keep from world attention the East 
Berlin rioting in June, 1953. 

Poznan is but a reaffirma- 
tion of the struggle of man- 
kind to be free. Whatever 
satisfaction we may feel at 
this turn of events is tem- 
pered by the realization that 
decent people, now in thrall, 
will be butchered. 


“What's 


MEMO TO INVESTORS 
The shopper who also is an 


We recommend to the attention of our 
readers the analytical discussion of busi- 
ness trends contained in 
Ahead for Business?” 
regular feature represents a valuable 
market analysis of importance to in- 
vestors as well as to business men. To We 
keep informed of the forces that may son 
shape tomorrow’s markets, don’t miss it! 


investor quite often seeks to spot trends in stocks 
on the basis of personal observation. Keeping a care- 
ful eye on what is going on around you is a com- 
mendable habit. It is something else, however, to 
interpret such observations in terms of investment. 

Thus, the shopper-investor, as an example, swel- 
tering these warm days, may be taken by the fact 
that it is not easy to get prompt delivery of an air- 
conditioner. The wheels may spin even faster when 
he notes that his neighbor has just bought one, a 
unit is to be installed in his office and there is a 
brand new cooler in the neighborhood store. He 
could hardly be blamed for being deeply impressed 
with the growth possibilities of this industry. 

It would be well for investors to temper their 
enthusiasm, at least until they have made further 
investigation, Is it an industry that has spurted 
because of a heat wave? Does the industry have 
excess capacity? Is competition fierce? What are 
the actual earnings and dividend prospects for 
the company whose shares are considered for 
investment? 

We have cited air-conditioning merely to make a 
point. It could have been any one of a number of 
other fields familiar to the public. 

The point, and we hope 
we have made it, is that 
however good business may 
be it’s still a good idea to 
ask: “But are they making 
any money ?”, 


column 


This 


our 


VETERANS AND VOTES 

have never met a per- 
who didn’t feel that 
every attention and aid 
should be given to men who 
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have been injured or have suffered some handicap 
as a result of military service. 

The people who make a business, even a career, 
out of speaking for veterans’ organizations are 
something else again. Claiming to represent millions 
of veterans and their kin, many of these “spokes- 
men” constitute an insidious lobby for men and 
women who have worn the uniform without suffer- 
ing any physical injury whatever. To the credit of 
millions of such ex-service men and women, they 
abhor the kind of special privileges which the vet- 
eran lobby would ram through Congress. 

That lobby has had no little success in this election 
year. In the House, Democrats and Republicans 
joined in overwhelming numbers to pass a bill that 
provides new benefits for men who wore the uni- 
form in World War I. The bill that was passed, 364 
to 51, would cost $356 million annually. 

The House sidetracked a proposal that would have 
applied to veterans of both world wars and the 
Korean conflict, which would have entailed an an- 
nual expenditure far in excess of the legislation that 
was approved. 

It makes little economic sense and even its politi- 
cal sense is open to question. In a country where 
there is scarcely a family without at least one mem- 
ber who has worn the uniform (or will wear it one 
day soon), we could go off on a pension spree in 
which we just about pay each other a bounty. 


THE HIGHWAY PROGRAM ... President Eisenhower 
has signed into law a highway construction bill that 
totes up to the biggest peacetime spending program 
in history. With state contributions and community 
spending independent of the national network of 
highways, it is estimated that there will be over 
$100 billion of new highway construction between 
now and 1972. 

While, we take a dim view of estimates, especially 
if based on anything like a span of 16 years, there 
is no doubt that we are launched on the greatest 
roadway-building program in our history. It could 
hardly be otherwise in a country where vehicles on 
the road show a multi-million net gain each year. 

Motorists and truckmen already are paying for 
these highways. A 1-cent rise in the Federal gasoline 
tax went into effect on July 1. Besides that levy, there 
are increases on diesel fuel, tires, trucks, buses and 
trailers, and a new impost on retread rubber. The 
average motorist, it is expected, will pay somewhat 
less than $10 per year in new taxes. 

It makes sense that users of the highways should 
pay for the roads they will have at their disposal. 


VICIOUS CIRCLE .. . Enormous surpluses make the 
soil bank program an economic necessity that will 
also provide a large measure of relief for farmers. 

But now come the people who make the tractors, 
mechanical corn pickers and all of the allied para- 
phernalia to be found down on the farm, to ask 
what is to become of their business if huge areas no 
longer are worked. Acreage withdrawals on a mas- 
sive scale can only result in curtailed demand for 
farm machinery, which hasn’t been selling any too 
well without the Government gimmick. 

Nobody has suggested that the producers be aided 


under a Farm-Equipment Makers’ Relief Law. Yet 
a demand for subsidy by these manufacturers is no 
more fantastic than the legislative attempts of the 
last quarter century in behalf of the farmers. 

Since editors are no less given to such foolishness 
as day-dreaming than Government folk, let us pur- 
sue the fantastic, too. 

With the manufacturers of farm equipment on the 
Federal dole, there would then be the problem of 
what to do about the workers made idle by the 
closing of plants. No doubt, that would be settled in 
quick order. After all, what kind of Welfare State 
would this be without the toiling class cared for? 

Which would leave only the taxpayer to worry 
about—or would it? Any confession of concern for 
this fellow must be put down as old fogeyish. There 
are so many hands in his pocket, alien and neighbor, 
he probably wouldn’t even know the difference. 


THE STEEL STRIKE... Coming at a time of readjust- 
ment, this strike of 1% of the entire working force 
of the country, places in jeopardy the well-being of 
workers ordered out by the union. But more than 
that, it will rapidly permeate the rest of the nation, 
causing widespread dislocations in fabricating, min- 
ing, transportation, to cite a few. Already it has 
caused a layoff of thousands of railroad workers. 

While it has been estimated that inventories of 
finished steel are about 20 million tons, the auto in- 
dustry, operating at levels 25% below 1955, is be- 
lieved to have the largest inventories. On the other 
hand, plates and structural shapes are in crtically 
short supply. Talk of inventories is misleading. 

It is exasperating to note, in these critical days, that 
a major stumbling block to an accord is the refusal 
of the union to enter into a five-year contract, which 
offers sizeable benefits and advantages to the worker. 

Why a long-term contract should be irksome to 
labor leaders, it is difficult to say. But if the experi- 
ence of the five-month Westinghouse strike, during 
which the company held out for a five-year accord, is 
any criterion, then it would seem that those who toil 
do not share the hostility of their leaders to a pro- 
longed period of stability. It will be recalled that 
thousands of Westinghouse workers returned to the 
plants in defiance of the union leaders. 

A long-term arrangement would appear to be mu- 
tually desirable. It creates stability for the worker 
and enables the company to gain control of costs and 
plan ahead with a fair measure of assurance. 

It is understandable why the steel industry, which 
has been struck no less than five times in the postwar 
decade, should be seeking a longer-term agreement in 
order to be able to work out manifold problems —- 
notably costs, pricing and markets—that bedevil the 
industry which is planning an expansion designed to 
employ thousands of additional workers. 

It is estimated this strike will cost the workers $8.5 
million a day. Impact on other segments of industry 
and local merchants is not difficult to imagine, for 
breadwinners on strike must curtail buying. 


How to explain the strike call? It could be that the! 


union leaders do not understand economics, or feel 
that in a long period of stability they might lose their 
grip on the workers—or maybe the exhiliration of 
power is the answer to yearly devastating strikes. 
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By JOHN CORDELLI 


DETHRONEMENT OF THE KREMLIN 


‘The arguments—and last week even a revolt 
—that have been rocking the communist world may 
be the beginning of something that few dared hope 
for only a few months ago: a divisive process that 
could point to the dethronement of the Kremlin as 
the interpreter of communist “faith” and the center 
of communist power. 

There are some fascinating similarities between 
the circumstances that led to the rise of Arab 
dominion in the seventh century and to Communist 
dominion in the twentieth. In both cases the com- 
bination of powerful 
armies and religious ideol- : 
ogy—communism can cer- | | | 
tainly be thought of as 
a materialistic religion— 
were hard to beat. But the 
driving force of the Arabs 
was blunted once their 
chieftains fell out over the 
succession to the Caliphate. 
The unity and power of 
Islam was broken; with- 
out it came division into 
Sunni, Shiah, and other 
Mohammedan sects which 
have survived to this day. 

Sectarian strife, which 
so weakened Islam that it 
never again became a con- 
quering force, seems to be 
coming into the fore in the 
communist world. On hand 
is a ready-made heresy, 
one that was a hanging 
offense during the life- 
time of Stalin. This heresy, 
of course, is Titoism. It 
teaches, to quote from the 
recent Tito-Khruschev 
joint communique, that 
“the roads and conditions 
of Socialist development 
are different in different 
countries”, According to 
Tito, communist parties in 
individual countries should proclaim themselves 
“independent and autonomous,” dedicated to national 
interests and maintaining “bilateral’’ relations with 
the Kremlin on an “equal” basis. 

What has created a general upset in the communist 
world is apparently not so much the downgrading 
of Stalin, but rather the shift from the old Stalinist 
orthodoxy and its replacement by what a year and 
a half ago was still a heresy. Titoist communism, 
in addition to being nationalistic, is also more flex- 
ible. Some 80 per cent of Yugoslav farmers till the 
soil as individuals or are organized in cooperatives 
rather than in farm collectives. Moreover, Yugoslav 
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I still say it’s the same horse 
Courtesy N. Y. Herald Tribune 
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industrial workers have far more to say about the 
running of the factories in which they work than 
do their Russian counterparts. 

The gradual embracement of the Titoist heresy by 
the Kremlin may have been, of course, dictated by 
necessity—above all else—to prevent national rebel- 
lions among the satellites against the communist 
colonialism of Moscow. It is said that Stalin’s 
attempt to make a satellite of China nearly caused 
a break with Peinving. Second, the Kremlin leaders 
must have persuaded themselves that some relaxa- 

tion in the present indus- 

E Se ot g jy trialization drive is essen- 

‘ tial if they are to keep in 

| power in the Soviet Union. 

The most interesting 

reactions to the adoption 

—————_ of the Titoist heresy, how- 

ever, have been those of 

the communist parties in 

countries outside actual 

Communist Dominion, At 

first there seems to have 

been general confusion, 

especially on the part of 

those leaders, such as 

Thorez of France and 

Nenni of Italy, who were 

toeing the Stalinist or- 

thodoxy line rather faith- 

fully. But now that these 

leaders have gotten their 

second wind, there has 

been a surprisingly frank 

exchange of views. In 

Italy, for example, the 

communist elder states- 

man, Togliatti, has not 

only denounced Stalinist 

tyranny, but has sharply 

criticized the present 

Kremlin leadership for its 

continuing disregard of 

human dignity and free- 

dom. Pietro Nenni, a 

stormy left-wing socialist 

who had always voted with the communists, has 

split with the Soviets completely. Apparently, he is 

determined to carry out his own policies in the 

future. Even the ineffectual and greatly chastized 

American communists have sent a few brickbats 
down Moscow way. 

There are many symptoms in the present situation 
similar to those that preceded the break up of the 
First Socialist International following the fall of the 
Paris Commune in 1871. At that time, ideological 
quarrels between Karl Marx himself and Russian 
socialist-anarchist Bakunin split the international 
social-democratic party (Please turn to page 504) 
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Diverse Market Trends 
To Continue 


We look for a continuing highly selective market this summer. Some moderate further 
recovery in “the averages” is possible, despite the steel strike. The autumn business 
outlook remains uncertain. On a cyclical viewpoint, few stocks are attractive for buy- 
ing. The emphasis should be on qualitative strengthening of portfolios and mainte- 


nance of ample reserves. 


By A. T. 


ry 

l he market’s recent phase of recovery was 
extended moderately over the past fortnight, princi- 
pally under selective industrial leadership. It was 
aided in the forepart of last week by misleading 
reports pointing to a steel wage settlement and 
avoidance of a strike. Demand slackened later in 
the week, and price movement narrowed, as the 
news required anticipation of the steel strike which 
became a fact at midnight Saturday with expiration 
of the union’s contract. 

At its best level last week the daily industrial 
average had made up nearly 46% of its April 6- 
May 28 sell-off, which is well within the technical 
limits of a normal intermediate recovery. Rails con- 


MILLER 


tinued to lag, and were little changed on the fort- 
night. This average’s best recent level, attained 
June 21, represented a recovery of about 31% of its 
May 9-May 28 decline, or close to the minimum ex- 
pectation for a technical rebound. 

The steel strike hurts the railroad industry in 
three ways: (1) While it lasts, it will cut traffic and 
earnings importantly; (2) the inevitable wage set- 
tlement, whenever it comes, will set the pattern for 
later boosts in rail labor costs; and (3) the rail- 
roads will have to pay more for the relatively large 
amounts of steel they buy, directly or indirectly. 
Since most of strike-caused traffic losses will be 
made up after the strike ends, points 2 and 3 are 
more important. They will mean higher 
costs and an eventual request for a fur- 





MEASURING MARKET SUPPORT 


THE MARKET IS A TUG.OF WAR 


DEMAND for STOCKS 


AS INDICATED BY TRANSACTIONS 
AT RISING PRICES 


AS INDICATED BY TRANSACTIONS 
AT DECLINING PRICES 


STOCKS, 


.W.S. 100 Low 
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ther boost in freight rates. It will take 
some time, at best, to get relief from the 


the strike implies some net damage to 
the rail industry. 


Behavior of Utilities 
= The Dow utility average has recovered 
to within a fraction of the bull-market 
310 high recorded last March. This is prin- 
cipally due to the fact that it includes 
- three natural-gas pipeline stocks, two of 


which — Consolidated Natural Gas and 
Panhandle Eastern Pipe Line—recently 
med advanced substantially to new highs. 
Representative stocks of electric utilities 


of their March-May decline~a decline 
resulting from money-market factors and 
resultant higher bond yields, and having 
nothing to do with the prevailing or pros- 
pective trends of earnings and dividends. 
These trends are definitely favorable. It 
remains our opinion that selected electric 
and gas utilities invite investment buying 
for the defensive strengthening of port- 
folios. 

Although it will do much interim dam- 
age to industrial activity, employment 
and employe income, the steel strike is, 
of course, a transient factor. The old 
adage—never sell stocks on strike news— 
is well founded. Major strikes, resulting 
more in deferred than in lost production, 
STREET 
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have so far made up only about 40% | 
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have not as a rule un- 
settled the market. 
There were serious steel 
strikes in 1952, 1949 and 
1946. The industrial 
stock list was somewhat 
higher at the end of each 
than at its start; and 
over the strike periods 
the steel-stock group it- 
self either gained a little 
ground, on balance, or 
was little changed. 

The 1952 dispute pro- 
vided a particularly good 
test of market stamina. 
It began with expiration 
of the union contract at 
the end of 1951, leaving 
the matter in the hands 
of the “Fair Deal” Wage 
Stabilization Board. 
While the Board fiddled 
and faddled the union set 
a succession of strike 
dates and cancelled each. 
In April, President Tru- 
man “seized” the indus- 
try under claimed 
(Korean) war powers. 
Even that high-handed 
action, nullified some 
weeks later by Supreme 
Court decision, fai'ed to 
unsettle the market. 7 “2 
Right after the court’s APRIL 
ruling, the union began 
a 54-day strike. 

Turning to other considerations, where do we 
stand? The long bull market has been halted at a 
high level—and perhaps ended. More positive evi- 
dence on the latter point will be supplied in the 
weeks ahead. On the technical side the questions are: 
(1) Can the averages rise this summer above the 
prior highs? And (2), if not, will the subsequent 
downswing from the summer recovery highs carry 
the market under the May 28 lows? If the answer 
to the first question is negative and that to the 
second question affirmative, the inescapable inter- 
pretation would be that a bear market of indefinite 
~although probably moderate or medium—propor- 
tions began from the April top for industrials, the 
May top for rails. If the bull market is not now in 
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ahead, the leeway for additional recovery this sum- 
mer is limited, since a rise back even to the prior 
highs would be only some 6% for the industrial 
average and around 8% for rails. Hence, if one is 
willing to “bet” on some further recovery, it should 
not be for buying purposes, but for reducing specu- 
lative positions, disposing of undesirable holdings 
and fortifying portfolios. 

In our view, the additional third-quarter sag in 
business activity is not the decisive consideration. 
It is expected. A subsequent upturn, whether start- 
ing before the end of this quarter or in the fourth 
quarter, is also expected. The scope and cyclical sig- 
nificance of the latter will be the big question. Will 
it be just a rebound or will it mean a renewal of the 
boom, with bullish implications for earnings and 
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dividends? We are unable to foresee an environment 
for sharply rising earnings and dividends, as in 
1955. We are unable at this stage to envision 1957 
as a strong-boom year. It might be a year of reces- 
sion, perhaps more or less on the order of the re- 
cessions of 1948-1949 or 1953-1954. In that case, 
the market would move substantially lower. At best, 
in our present thinking, it might be pretty much 
another 1956, with limited over-all fluctuation in 
business, rotating industry adjustments, sharp com- 
petition and pressure on profit margins in many 
lines—implying numerous cross-currents in a limited- 
range market. At worst, stockholders would have 
something to lose in typical equities. At best, profit 
opportunities would be along highly selective lines. 

Two factors among others, can be especially sig- 
nificant. One is retail trade; for the capital goods 
industries, now doing so much to sustain business 
activity, can not long continue to boom if end demand 
should remain disappointing. The other is public re- 
sponse to 1957 model cars. It should be better than 
that for the 1956 “face-lifted” cars. Whether it will 
approach the boom in car demand induced by the 
altered models brought out in the autumn of 1954— 
a boom which contributed strongly to the rise in 
1955 business activity—is questionable. We can not 
now envision either a late 1956 or 1957 boom in 
housing or home appliances, although interim 
periods of mild improvement may be possible. Gov- 
ernment spending, including road building, will be 
on the sustaining side. No change in our conserva- 
tive, selective policy is justified. —Monday, July 2. 


447 



































eeeee#eee#eee#ee3s#s§ee#eee#ee#ee#e#s?ss 


\¥ 


ANAAS 


» BRRRAD 


WARALA 
Ww 


Diversification: 


The Sense—and The Nonsense 


by HOWARD NICHOLSON 


It any one word will serve to describe the 
state of general business conditions in the past three 
years, and its probable state in the next five years, 
that word is “competition”. Throughout the length 
and breadth of manufacturing industry, producers 
are finding that while demand is more abundant than 
at any time in history, so too is supply. And they 
are finding that each day is bringing large new units 
of capacity into their markets, to compete for the 
demand. In a number of individual industries, the 
resulting competition has already approached an 
intolerable level; in other industries, many of them 
of major national stature, the struggle for a share 
of the market is mounting in intensity, with no relief 
in sight. 

Into this maelstrom of competition the postwar 
need to utilize excess productive capacity injected 
a new note—the diversification of the individual 
enterprise to compete on many fronts at once. To 
some degree, diversification has been a result of 
competition; but its inevitable effect has been to 
spur it on to a still more frenetic pace. In view of 
the generally favorable publicity accorded all diver- 
sification moves in the business press, it seems de- 
sirable to take a long, objective look at diversifica- 
tion as it affects the investor, the executive, and 
anyone interested in the health of the national 
economy. For it is already abundantly clear that 
diversification is not an unmixed blessing. It is not 
a panacea for corporate production and sales prob- 
lems, nor, necessarily, a stabilizing influence on 
general business activity. In its least fortunate ap- 
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plications, it may be seriously debilitating, and a 
danger to the health of an entire industria] sector. 
As with any other issue facing management, sound 
diversification decisions are good; bad ones, and 
there have been plenty, are bad. 


Why Diversification? 


What makes a diversification decision? There are 
several routes by which the question of diversifica- 
tion arrives on a boardroom table. American busi- 
ness is now engaged in the most pressing and inex- 
orable research race in history—a race which now 
involves an annual outlay between $4 billion and 
$5 billion, of which virtually all is in applied re- 
search. The result has been, for the past several 
years, a veritable stream of new products, new 
processes, and improvements in old products and 
processes. 

Because research effort, by its very exploratory 
nature, cannot be controlled and limited to the 
bounds of current production, its tendency is to 
persistently expand the “know-how” of a company— 
to lead it progressively farther and farther from 
its home market, and deeper and deeper into the 
markets of contiguous industries. The result has 
been a gradual erasure of the classical lines of 
demarcation between industries. It is essentially 
these developments which have brought the oil and 
coal companies into the chemicals area. 

A second source of diversification issues lies in 
the siren-call of profitable markets where competi- 


tion still yields a more favorable return. Notably | 
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in chemicals and nonfer- 
rous metals, rates of 
profit on investment re- 
mains relatively high; 
the attraction of chemical 
markets to the brewing 
and distilling industries, 
where the return per dol- 
lar of investment is only 
one-third as great, is 
clear enough. For the 
same reason, the farm 
implement producer sees 
a better outlet for accu- 
mulated earnings in ap- 
pliances, the steel-maker 
in cement and plastics. 
The textile manufacturer 
sees greener pastures on 
almost all sides. 

But the most common 
origin of diversification 
moves lies not so much 
in the appeal of any other 
particular market as in 
the pressing, driving 
struggle for growth that 
has overtaken American 
industry. In the prewar 
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tration) are subject to 
notorious seasonal fluc- 
tuation, with disastrous 
consequences for their 
labor policies and com- 
munity relations, not to 
mention their production 
costs. Diversification into 
products with little sea- 
sonal fluctuation, or with 
an offsetting seasonal 
pattern, can reduce unit 
overhead and stabilize 
operations. In a few 
other industries, positive 
growth of the market has 
ceased, or reversed into 
decline, and diversifica- 
tion is essential to sur- 
vival, let alone profit. In 
many otherwise prosper- 
ous companies, slow 
growth has produced a 
situation in which the 
absence of opportunity 
for executive advance- 
ment to progressively 
higher levels of respon- 
sibility has threatened to 
undermine executive mo- 
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was highly thought of by 
investors, and the envy 
of other managements. 
Today, stability and stagnation have apparently 
become almost synonymous in the eyes of manage- 
ment; and, it might be added, in the eyes of inves- 
tors. The plain fact seems to be that under postwar 
conditions and criteria, a profitable “blue-chip” may 
be losing out to a more spectacular issue even though 
its earnings are stable and climbing. 

This race for size is not without its own practical 
rationale, of course. Size alone, other things being 
equal, yields a number of positive advantages in the 
competitive struggle. It is hardly a secret that a large 
corporation, with substantial borrowing require- 
ments, borrows more cheaply than small corpora- 
tions. Its institutional advertising is spread over a 
wider product base (witness the tremendous glamor- 
ization of General Dynamics resulting from its well- 
publicized defense work). It can often achieve 
substantial economies in purchasing, where many 
of its products involve the use of a common raw 
material. And it can achieve important manufactur- 
ing economies, either through large runs on common 
components, or through the increased cost justifica- 
tion of equipping with more expensive but more 
highly productive machinery. Often, it will enjoy 
more economical distribution in sales efforts. In 
special instances, of which Merritt-Chapman-Scott 
at one time appeared to be a reasonable illustration, 
diversification can take an organic form which will 
yield, at the end, a completely packaged product and 
Service formerly not available from any one cor- 
porate entity. 

There are other special incentives for diversifica- 
tion which have played a key role in filling out the 
movement. Some industries (of which the textile 
and automotive parts producers are a good illus- 
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the trained, ambitious 
middle - management 
team that is essential for future survival. In still 
other cases, the threat of anti-trust proceedings has 
combined with the simple logic of return-on-invest- 
ment to produce a situation where outlays in new and 
yet unexploited areas appear more attractive than 
in the original market. 

Finally, the rapid growth of some units in an in- 
dustry has precipitated merger of the other units, 
and a shift in markets. The dominance of the Big 
Three in autos was, of course, the basic reason for 
the combining of Hudson and Nash; it was only 
incidental that this merger brought the Hudson 
stockholders head-on into the appliance business. 


Diversification by Merger 


This question of mergers is, of course, another 
area of the diversification issue, with specia] prob- 
lems and advantages of its own. While a merger 
often produces a more diversified total unit, it does 
it in a different way. 

In the first place, a merger can, and often does, 
take place between two almost entirely unrelated 
enterprises. The end-product of a series of such mer- 
gers is often described as a “conglomerate corpora- 
tion”, and a number of such organizations have 
acquired considerable publicity over the past several 
years. It would not be inaccurate to describe Penn- 
Texas and Merritt-Chapman-Scott as conglomerates; 
others are General Dynamics, which ranges from 
television to submarines; Textron-American, which 
ranges from textiles to electronics: American Ma- 
chine and Foundry, from atomics to bowling alley 
equipment, etc. 

These combinations of apparently unrelated opera- 
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tions bespeak a new kind 
of corporate manage- 
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But this is by no means 
a complete description of 
the objectives that lie 
behind the wave of mer- 
gers in the past three 
years. In any number of 
cases, the incentives for 
merger arise out of spe- 
cial circumstances and 
tax provisions. The loss 
carry-forward provisions 
of the tax code have 
doubtless been responsi- 
ble for a large percentage 
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often made sale of a pri- MEAT PACKING 
vately held company al- 
most inevitable, even if 
the company, with its lim- 
ited financial and man- 
agement resources, might have survived in today’s 
era of large, wealthy competitors. 

Finally, a significant proportion of mergers and 
acquisitions have occurred simply because of the 
so-called “quick assets” residing in the balance sheet 
of one of the partners to the merger. Particularly 
in the case of the Topsy-like growth of a few notori- 
ous post-war operations, the quick assets yielded by 
one merger have simply become the purchase price 
of the next merger, and the process has continued 
with little regard to the basic operating conditions 
which the resulting conglomerate must face when 
the chain of mergers finally ends. Exactly because 
the incentives to merge often have little to do with 
the operating aspects of the companies, the resulting 
“diversified” unit is hardly in a strong position to 
survive in today’s intensely competitive, cost-con- 
scious markets. 
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The Dangers in Diversification 


It is, perhaps, too early to speak very authori- 
tatively about the effects of mergers and of diver- 
sification generally on the fortunes of individual 
corporations, and of the business system as a whole. 
But even now a number of cautionary trends are 
observable. 


In the first place, those diversifications appear to 
have been most successful, and most rewarding, 
where the individual units achieved a substantial 
market identity prior to their combining, and re- 
tained that identity as divisions following the com- 
bining. An illustration might be Mathieson and Olin, 
which has combined into Olin-Mathieson with the 
two divisions (plus several others, such as Squibb) 
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companies have pursued 
a policy of extending 
markets progressively 
and substantially, rather 
v than leaping into new 
: and uncharted markets 
3.0 where neither their pro- 
“ duction nor marketing 
- experience was particu- 
2.2 larly relevant. The broad- 
i ening of product lines by 
a" virtually all of the appli- 
° ance manufacturers, 
os from RCA and General 
; Electric down to Admiral, 
Philco, etc., has produced 

intensive competition, 

s and some may eventually 
’ have to get out. Interna- 
tional Harvester, whose 
home base is far from the 
appliance business, has 
already been forced out. 
Thirdly, diversification has, in general, been more 
successful when it proceeded by merger (or by acqui- 
sition of assets) than when it has proceeded by direct 
new investment. The reason for this is clear enough: 
merger adds no new capacity which the market must 
support. The entrance into a new market by building 
a new plant can radically alter competitive conditions 
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in the market—by decreasing selling prices, and per- | 


haps also by bidding up the prices of raw materials 
and labor. 


Another form of diversification which has also 
been generally successful is the substantial invasion 
of the markets of competing materials—the move- 
ment of steel and copper companies into plastics 
(as in tubing) and aluminum; of producers of in- 
dividual building materials into whole ranges of 
building materials (Armstrong Cork, or National 
Gypsum). In these instances, diversification has a 
clear rationale; where it has been accomplished by 
merger, and the subsidiary has remained as a func- 
tioning unit with its own management and its own 
know-how, it has been notably successful. 


Wherein have diversification moves failed? And 
why? They have failed, firstly, where they were 
without a practical rationale, as in the growth of 
many of the post-war conglomerates. It is not acci- 
dental that Merritt-Chapman-Scott has recently 
abandoned two of its acquisitions (at what loss 
the business press has not been able to establish, 
although much publicity accompanied their original 
acquisition). Nor is it accidental that the combined | 
earnings of Penn-Texas in its most recent period | 
were evidently somewhat less than the total earnings 
of the various separate components before they were 
acquired. (this test, of (Continued on page 501) | 
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In the past year the investor has had to cope 
with a market whose movements have been swayed 
by the illness of a beloved President virtually on the 
eve of a new election; by tightening credit that poses 
a threat to business planning; by a 25% fall in auto- 
motive output and an equally alarming comedown 
in other consumer-durable goods, and by widespread 
misgivings regarding the business outlook. 

Amid the cross-currents that flow through the 
marketplace it is not always easy for the investor 
to decide which issues are deserving of retention 
and which are worthy of purchase. 

Since attaining their highs of 1956, scores of cor- 
porate equities listed on the New York Stock Ex- 
change have reacted as much as 15% and more. 
Investors are concerned (the mail has been heavy) 
over the future of these issues. The tenor of their 
questions runs to: 

“Should I maintain my position?” 

“Should I sell out completely ?” 

“Should I take partial profits?” 

“Should I retain the stock as a long-term invest- 
ment?” 

Although large numbers of issues have declined in 
recent months on the order of 15% and more, not 
everyone of these is a problem stock. Many outper- 
formed the market when the list was on the way up 
and hence were more vulnerable when the reaction 
set in. There is no tailor-made answer to cover in- 
vestments that are as varied as the economy of the 
nation. 

Hence, we have undertaken to deal with 50 com- 
mon stocks in a broad range of investment caliber— 
all of which, however, have this in common: They 
are down 15% or more from the 1956 tops. Their 
selection has been determined by the amount of in- 
terest shown by investors. 

The slide in these issues ranges as high as 39%, 
with many of the bigger losers sustaining these sharp 
setbacks as a result of unfavorable developments in 
their particular field. 

Whatever the reason for the slump in the market- 
place, there is a growing concern, especially where 
one or more of the issues involved filled an important 
place in the investment portfolio. The following com- 
mentaries on 50 stocks and the accompanying table 
are designed to give valuable guidance to the in- 
vestor. 
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Another Look At 
50 Stocks 


Now Selling 15% or More Below Their 







1956 Highs 





by WARD GATES 






ANACONDA: This company, endowed with ag- 
gressive management, broadened its fabricating ac- 
tivities and also acquired a stake in such fields as 
aluminum. Nevertheless, the company remains sen- 
sitive to declining copper prices (see article on Com- 
modities, appearing elsewhere in this issue). Inves- 
tors with commitments at levels considerably under 
the present price might take partial profits to mark 
down costs while retaining a position in this stock 
for long-term investment. 


AVCO: Reaping little profit from its appliance 
business, which is sharply competitive, the company 
already has given up a number of lines. It is active, 
too, in the farm-equipment field, which also is de- 
pressed. The defense-goods sector of its business 
should fare well, but this segment provides nothing 
like the profit margin to be derived from commercial 
trade. This over-diversified issue is lacking in appeal. 

BABCOCK & WILCOX: This old-line boiler- 
maker has acquired a new glamour through its stake 
in the atomic energy field. Orders, however, are 
erratic, although they may improve over the near 
term. Its boiler division business is cyclical by nature 
and affected greatly by activity in the utilities. Back- 
log of orders, around $286 million for the company 
over-all, has more than doubled from a year ago. 
However, owing to long period between orders and 
deliveries benefits will not show up for some time. 
Stock had sensational! rise prior to recent setback. 
Partial profit-taking still is in order. 


BELL AIRCRAFT: Despite smaller order back- 
log, long-term outlook for this important factor in 
the aviation field is bright. Commercial orders for 
helicopters promise to buoy its rotary wing opera- 
tions. Shares of this growth company should be re- 
tained. 


BENDIX AVIATION: Drop in price from the 
1956 high of 63 probably represents some profit 
taking on the advance from the $45 a share in 1955 
plus disappointment caused by a comparatively poor 
earnings report for the six months to March 31. 
Considering the good quality of the issue and its 
favorable long-term prospects, we would say that the 
stock is well worth retaining. 


BRIDGEPORT BRASS: If bought at last year’s 
low levels, holders of this issue have the advantage 
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of satisfactory income return as well as a good profit 
even at current price. Development of new products 
and entry into the aluminum field should enhance 
prospects. Earnings for 1956 should easily top the 
$4.28 a common share shown for 1955. Sound value 
at this depressed level. 


CASE (J. I.) : Selling around the low of the year, 
Case common reflects the drab immediate prospects 
for those companies with a major stake in the man- 
ufacture of farm implements and equipment. This 
outlook is further clouded by the Federal soil-bank 
program which, it is estimated, will take something 
like 50 million acres of farmland out of cultivation. 
We would not recommend purchase at this time. 


CHANCE VOUGHT: Drop in sales and earnings 
last year stems from phasing out of production. 
Backlog, however, has grown. New orders for jets 
should be especially helpful and, in addition, com- 
pany has a large stake in guided missiles. The stock 
should be retained as a “spec-investment”. 


CHICAGO, MILWAUKEE, ST. PAUL & PACI- 
FIC RAILROAD: Our comments on this carrier 
appear on page 469 in connection with the midyear 
reappraisal of railroad stocks. 


CHICAGO & NORTH WESTERN: This issue also 
is commented on in the table appearing on page 469. 


CHRYSLER CORP.: Although there has been a 
drop of about 40% in the shares of this well-man- 
aged company—from a 1955 high of 10114 toa recent 
low of 60—we feel that in the light of the continuing 
decline in automobile sales near-term prospects are 
unimpressive. As far back as July 1953 we called 
attention to the need for caution for holders of auto- 
mobile stocks, and in November 1955, at the top of 
the market, recommended partial sales to take prof- 
its. We believe that automobile investors reading 
THE MAGAZINE OF WALL STREET should be in a sound 
position, awaiting auto sales this Fall. 


CLEVITE CORP.: In its efforts to become less 
dependent on sales of automotive components, the 
company began a plan of diversification six years 
ago. Steps taken more recently have posed difficul- 
ties, which are not unusual in new ventures. Clevite 
now has a stake in electronics and instruments. AI- 
though the issue does not represent a dynamic 
growth situation, potentials in electronics and re- 
lated fields warrant retention of the stock. 


CROWN CORK & SEAL: Rising costs of raw ma- 
terials and labor resulted in 1956 first-quarter deficit 
of 7 cents a share for the common stock. Higher 
costs, however, are being offset by price increase on 
bottle caps, effective in May. Further earnings im- 
provement is anticipated from steadily increasing 
operating efficiencies. Near-term outlook, however, 
provides little basis for anticipating immediate ma- 
terial price advance. 


CRUCIBLE STEEL: Specializing in tool steel, 
stainless steel and steel specialties, Crucible has 
strengthened its position by substantial expenditures 
for equipment modernization. Earnings provide 
broad coverage for current $3 annual dividend rate. 
Would continue to hold for income return and long- 
term growth. 


CUDAHY PACKING: Net income on the common 
stock is expected to show appreciable gain in fiscal 
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1956. However, no distribution on this issue can be 
expected for some time, since preferred dividend 
arrearages total $13.50 per share. The common 
shares offer a measure of speculative appeal. 


DEERE & CO.: Comments on J. I. Case are ap- 
plicable, in general, to this issue. 


DELAWARE, LACKAWANNA & WESTERN: 
Reference is made to our comments on this road 
appearing on page 469. 


ELECTRIC AUTO-LITE: Sharp decline in sales 
and earnings in the first quarter points up the too- 
heavy dependence of the firm on the automotive in- 
dustry. Indeed, it is primarily dependent on one com- 
pany, Chrysler. Other companies in this field have 
been more aggressive in diversifying their activities, 
Shares will fluctuate with fortunes of auto makers. 


FERRO CORP.: Lower output of household ap- 
pliances is bound to find reflection in curtailed de- 
mand for porcelain frit, a derivative material. For- 
eign business, however, could provide a substantial 
offset. The stock merits retention for income return 
and long-range possibilities. The outlook is enhanced 
by the company’s interest in titanium and other 
metals, fibrous glass and agricultural frit. 


FOREMOST DAIRIES: Although a Government 
aide dismissed charges relating to unfair trade prac- 
tices against the company, still to be decided is 
whether acquisition of other dairy facilities lessened 
competition or created a monopoly. As a result, 
speculative interest in Foremost as a growth issue 
has diminished. It is a fact that the company was 
built on takeovers, largely through exchanges of 
stock, in a long series of mergers. Investors holding 
the stock, primarily for income return, might main- 
tain their position. There are, however, better situa- 
tions in the dairy field. 


FRUEHAUF TRAILER: On the basis of esti- 
mated 1956 earnings, Ffuehauf common, at current 
price, appears to have discounted foreseeable pros- 
pects. The longer term outlook for continued growth 
in truck-trailer transportation, gives this issue spec- 
ulative merit. The sharp setback in the stock, un- 
doubtedly reflects profit-taking due to uncertainty in 
the business outlook. 


GENERAL PRECISION EQQUIPMENT: Disap- 
pointing earnings may be traced to declining busi- 
ness for motion picture theatre equipment. Move 
into electronic data processing and automation fields 
through tieup with Royal McBee should be helpful. 
Stock now in speculative position. 


GENERAL TIRE & RUBBER: This is one of the 
better “polygot’”’ companies. Aside from its tradi- 
tional tire-and-rubber business, the company has de- 
veloped as a factor in rocket-propulsion devices, 
plastics, chemicals, textiles, motion pictures and 
broadcasting. Undoubtedly, it will take a long time 
to prove up many of these varied ventures. The specu- 
lative-minded can retain the shares. 


INTERNATIONAL MINERALS & CHEMICAL: 
Current price of the stock reflects disappointment of 
purchasers making commitments with near-term ap- 
preciation possibilities in mind. Sales of company 
have been in declining trend. Normal seasonal ship- 
ments of fertilizer materials were late in developing 
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this spring, due largely to adverse weather 
and uncertainties regarding farm legisla- 
tion. Fertilizer consumption this year un- 
likely to equal 1955 volume. It remains to 
be seen how well the price for this stock 
has been deflated in the recent market. 

JOHNS-MANVILLE: At current price, 
this quality issue, which has a major stake 
in the building industry, is being reason- 
ably valued by the market. Would continue 
to hold stock as a long-range investment. 

JONES & LAUGHLIN: Substantial 
postwar expansion and modernization 
have strengthened its basic position and 
improved the standing of the common. 
However, there are heavy expansion costs 
ahead. A good company — but we prefer 
other steels. 

LOWENSTEIN (M): Please refer to 
article on textiles which begins on page 
470 of this issue of THE MAGAZINE. 


MAGMA COPPER: This company is 
bound to feel the effects of lower metal 
prices. Stockholders are not likely to de- 
rive any income return in the form of cash 
dividend until Government loans in con- 
nection with development of big San Man- 
uel mine are reduced. Dividends in stock, 
however, are expected. The rise in this 
stock has been highly speculative. 

MARATHON CORP.: Slightly lower 
1956 first-half earnings, casting doubt on 
ability to match last year’s $2.51 a share, 
dampened investment enthusiasm. A late 
spring is partly to blame for the moderate 
business setback to this paper and packag- 
ing company. Company also was handi- 
capped by start-up costs on new plants and 
closedown for maintenance. Company has 
underway a $132 million 4-year expansion 
program. While the stock has speculative 
merit, it is selling at a price which dis- 
counts earnings outlook far ahead. 

MAY DEPARTMENT STORES: Ref- 
erence is made to the article titled “De- 
partment Stores — Chains — Mail Orders — 
Battle for Sales” which begins on page 474 
of this issue of THE MAGAZINE. 

MIAMI COPPER: A high producer, it 
showed good earnings at recent inflated 
price for copper, as attested by 1955 net, 
equal to $8.74 per share. However, it re- 
mains to be seen how company will fare 
with lower copper prices—and end of cop- 
per scarcity. 

MINNEAPOLIS - MOLINE: See com- 
ments relative to J. I. Case Co. 

MONSANTO CHEMICAL: Would not 
disturb holdings purchased as long-range 
investments. 

PHELPS DODGE: Copper stocks spurted 
upward early this spring following the 
Speedy uptrend in world copper prices. 

(Please turn to page 504) 
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50 Stocks Off 15% Or More Frem 1956 Highs 





























Approximate 
Price Range* Recent Percentage Indicated Div. 
1956 Price Decline 1956 Yield 
High Low (*) % Div. % 
Anaconda 87— 65 72 17 $4.25 5.8 
Avco ' 7— 5 5 28 
Babcock & Wilcox 44— 35 36 18 1.00 27 
Bell Aircraft 27— 20 22 18 1.25 5.6 
Bendix Aviation 63— 48 51 19 2.40! 471 
Bridgeport Brass 54— 45 45 16 2.50 5.5 
Case (J. 1.) 18— 11 12 33 
Chance Vought 42— 31 33 21 1.60 48 
Chicago Milw. St. P. & P..... 26— 18 19 27 2.50 13.1 
Chicago & North West. 31— 22 22 25 
Chrysler 87— 60 64 26 3.00 46 
Clevite 24— 18 18 25 1.00 5.5 
Crown Cork 18— 14 14 22 40 2.8 
Crucible Steel 57— 4 47 16 3.00 63 
Cudahy Packing 14— 8 W 21 
Deere & Co. 34— 25 27 20 1.50 5.5 
Dela. Lack. & West. 25— 18 20 19 : 
Electric Auto-Lite 41— 33 34 17 2.00 5.8 
Ferro Corp. 39— 31 32 17 1.60 5.0 
Foremost Dairies 21— 16 17 19 1.00 5.8 
Fruehauf Trailer 38— 25 32 15 70! 2.11 
General Precision Equip. 53— 40 41 22 2.40 5.8 
General Tire & Rubber 66— 51 56 15 2.00 3.5 
Int. Minerals & Chem. 33— 25 26 21 1.60 6.1 
Johns-Manville 58— 47 48 15 2.00 4.1 
Jones & Laughlin 53— 42 45 15 2.50 5.5 
Lowenstein (M.) 27— 22 22 18 1.50! 6.8! 
Magma Copper 139—100 108 22 
Marathon 48— 31 40 16 1.40 3.5 
May Dep't. Stores 48— 39 40 20 2.20 5.5 
Miami Coprer §9— 47 50 15 5.00 10.0 
Minneapolis Moline 24— % 16 33 
Monsunto Chemical 51— 39 41 19 1.00 2.4 
Phelps Dodge 76— 54 61 19 4.30 7.0 
Philco Corp. 36— 21 21 39 1.00 47 
Pillsbury Mills 59— 44 45 22 2.25 5.0 
Radio Corp. of America 50— 41 42 16 1.50 3.5 
Rayonier 42— 32 35 15 1.40 4.0 
Raytheon Mfg. 19— 14 15 21 
Reynolds Metals 84— 45 68 17 65 9 
Rheem Mfg. 37— 26 27 26 1.60 5.9 
Ruberoid 38— 30 31 18 2.00 6.4 
Spencer Chemical 73— 48 48 34 2.40 5.0 
Stevens (J. P.) 27— 22 22 18 1.50 6.8 
Studebaker-Packard 10— 7 7 27 
Underwood Corp. 44— 31 32 27 1.25 3.9 
United Carbon 71— 48 59 16 2.00 3.3 
Virginia Car. Chem. 38— 28 30 21 
Westinghouse Electric 65— 51 52 19 2.00 3.8 
Zenith Radio 141—107 108 23 5.00 46 
*—Round figures only. 
1—Plus stock. 
2—Paid 2 shs. N. Y. Chic. & St. L. for each 331 shares held. 
—— ——$— 
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— ig by JAMES HASKELL at 
The evidence is accumulating that the next 
major, significant movement in the general com-| = 
modity price level will be downward. Over the next 
year or two, the price averages may decline suff- 
ciently to restore the dollar to something like 75 
cents, in terms of prewar purchasing power, as com- 
pared with the current value of approximately 50 om 
cents. 
This prospect is startling, particularly since the = 
belief is widespread that inflation rather than defla- “ve 
tion constitutes the major menace at present. During i 
January-May of this year, the general commodity a 
agar price level—as measured by the Bureau of Labor ed 
Statistics index of wholesale prices—rose by about ate 
3 percent to lift the price averages off the plateau “on 
on which they had rested for four years previously. “A 
The uptrend was checked late in May, leaving the | — 
general price level within touching distance of the athe 
all-time high recorded early in 1951 during the Wee 
Korean crisis. LH zine 
The upturn in thé general price level during aie 
January-May was primarily the result of a reversal * Ne 
in the long downtrend in prices of farm products | | 








| 
454 THE MAGAZINE OF WALL STREET; JULY 





ie next 
1 com- 
ie next 
2 suffi- 
ike 75 
Ss com- 
ely 50 


ce the 

defla- 
Juring 
nodity 
Labor 


and foods. This reversal, it is important to note, was 
largely “engineered” by the Department of Agricul- 
ture through stepped-up price support and foreign 
give-away programs. It would be naive to assume 
that political considerations were not the dominant 
factor in these programs. 

At the same time, the long rise in prices of other 
commodities — industrial materials, manufactured 
products, etc.-was slowed down. Recently, in fact, 
this commodity group has declined a little, sufficient- 
ly to exert a slight amount of downward pressure 
on the general price level. Very sharp declines were 
registered during recent months in two key materi- 
als, copper scrap and rubber, and it is important to 
note that these declines—as well as a number of others 
that have occurred in key materials or commodities 
recently—were initiated in foreign markets rather 
than in the United States. 


Prices Are On Stilts 


The answer to these declines is simple enough. 
The shortages that characterized the earlier post- 
war years have become things of the past. Produc- 
tion has taken its time in responding to the stimulus 
of inflated prices, but now has reached the point 
where it is beginning to exceed demand in one area 
after another. It is an ancient economic truism that 
the world will not pay scarcity prices for goods in 
ample supply, not for very long at least. Were it not 
for the fact that numerous industrial consumers 
have been accumulating inventories of these pre- 
viously scarce materials, in the belief that the under- 
lying price trend still is upwards, the impact of the 
availability of more ample supplies would have 
exerted a greater repercussion on the price level. 
It is obvious, of course, that industry cannot accu- 
mulate inventories indefinitely. Very recently, in- 
deed, it has become evident that some industrial 
consumers have begun to doubt the wisdom of 
carrying large inventories. Significantly, the first 
evidence of this came from abroad. 

Before delving further into the pros and cons of 
the commodity price situation, it is important to 
note just. where we are. 

The extremely high level of prices as a whole has 


been obscured by switching the base of the price 
indices from something like normal prewar periods 
to the inflated postwar period. The BLS wholesale 
commodity index currently stands at approximately 
114 percent of its 1947-1949 base. 

However, on the 1926 base considered as normal 
for many years, the current index would be about 
180! On the prewar 1935-1939 base, the current BLS 
index is approximately 225! Prices of numerous in- 
dividual commodities or. materials have registered 
substantially larger increases since prewar than has 
the average level of prices. The stratospheric rise 
in the price level has been worldwide. 


Wars and Prices 


Over the centuries, wars and postwar periods 
always have been accompanied by a high degree of 
commodity price inflation. There is nothing very 
unusual about the current situation, in the light of 
World War II. 

However, it is most important to note and re- 
member that wartime and postwar increases in the 
general price level never have been maintained. 
Following some wars, it took longer than after 
others for deflation to set in and restore prices to 
something like normal, but it always happened 
sooner or later. 

In every one of these inflationary periods, it was 
stoutly maintained by business men, government 
officials, and the soothsayers of the day that defla- 
tion was simply out of the question since higher 
wages and the numerous other increased costs of 
production had been “built into” the price structure. 
This sounds very familiar. Yet, invariably, prices 
collapsed despite the apparent soundness of this 
logic. 


No Secular Trend 


Contrary to widespread popular belief, there is 
no secular or long term trend in the general com- 
modity price level. At the beginning of 1940, the 
wholesale commodity price index stood at almost 
exactly the same level as 100 years previously. Dur- 
ing these 100 years, (Please turn to page 492) 
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General Commodity Price Index and Prices of Leading Commodities 
1929 1935-39 Postwar 
Item Average Average High* Latest Description 
BLS Wholesale Index 95.3 80.6 183.4 179.4 Base 1926 equals 100 | 
Cocoa 10.3 6.0 68.9 28.1 New York, cents per pound 
Copper 18.2¢ 10.6 46.0 46.0 New York, cents per pound 
Corn 94.6 76.9 271.0 154.4 Chicago, cents per bushel 
Cotton 18.7 10.3 45.2 35.5 So. Mkts, cents per pound 
Hides 15.7 11.8 41.0 16.0 Chicago, cents per pound 
lard 11 10.2 32.9 11.0 Chicago, cents per pound 
lead 6.7 48 21.3 16.0 St. Louis, cents per pound 
Rubber 20.5 16.1 73.5 31.4 New York, cents per pound 
Scrap Steel 17.8 15.8 54.5 44.5 Pittsburgh, dollars per ton 
Silk 5.1 2.0 7.5 47 New York, dollars per pound 
Wheat 120.0 96.0 319.0 209.0 Kansas City, cents per bushel 
Wool 98.0 84.0 375.0 135.0 Boston, cents per pound 
IIIb tele edencinlapuentcinseedaiineoisasenehnatelaanetaticaTa 6.5 5.1 19.5 13.5 E. St. Louis, cents per pound 
* Note: Post World War Il highs shown above are highest monthly averages. 
nnn nn nnn. A -_ eee 
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FARMERS’ organizations have banded together under 
the leadership of the American Farm Bureau Fed- 
eration to stop the movement for a Federal income 
tax cut this year. Having won a special concession 
from Congress which relieves the farms of excise 
tax on gasoline used in tractors and other machinery, 
and a soil bank bill, which will pay them for not 
tilling the soil, the agricultural belt residents would 
like to make it a three-way victory by steering tax 
cuts toward freight excise taxes. The tax now stands 
at 3%. It affects large movements to and from farms 
and its repeal would cost the Treasury much less 





WASHINGTON SEES: 


News stories out of Washington suggest a spurt 
of feverish activity on the part of the lawmakers 
to break deadlocks, free logjams, crash barriers 
and otherwise improve the crop of legislation. 

It is a repeat performance of what took place 
in the final weeks of yesteryear’s Congresses. The 
legislative pattern has been drawn, and followed, 
for many weeks. The herculean efforts depicted 
in the logjam breakings are expended with little 
expectation that goals will be attained but with 
the hope that rewards for making the good, if 
losing, fight will come at the polls. 

For example, the House Rules Committee voted 
June 14 to hold “immediate hearings” on the 
Kelley aid-to-schools bill, and on the omnibus 
civil rights bill. And, simultaneously, the press re- 
ported that “liberals have forced Barden’s hand 
on stalled labor legislation.” Hearings by the 
Rules Committee are a long way from enactment 
of legislation. And when Rep. Graham Barden’s 
hand is “forced” in any matter referred to the 
Labor Committee which he heads, it can safely 
be assumed that the North Carolinian gave the 
move a tacit assist, realizing time would work 
against defeating his basic purposes. 
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By “VERITAS” 


than a general income tax overhaul. About $450 
million, they say. 


FARM BUREAU spokesmen are organizing a mailbag 
lobby. The approach is designed to be an indirect 
one. Rep. Jere Cooper, Ways and Means Committee 
chairman, reports much mail from the farm states 
urging that there be no Federal income tax cut until 
the budget is balanced and payments on the national 
debt begin. The economy doesn’t need the stimulus 
of a tax slice now, runs the argument. But the 
freight transportation tax is presented as another 
thing; widespread in its effect, costly, it cuts farm 
profits, it is a wartime-levy that should not be con- 
tinued beyond the emergency and, generally, they 
don’t like it. In a Presidential election year, it is teo 
much to expect that there will be no effort to get 
credit for a tax-cut move, however futile. 


CITY VOTERS are showing signs of irritation. “The 
Machinist,” publication of the million-member 
union, protests: “To read the newspapers, a person 
might think that the farm vote would be the only 
vote cast in the next election. The fact is that the 
next election will be decided in the cities for the 
simple reason that there are five times more voters 
living in cities than living on farms.” This may be 
the evidence of a flash of impetuosity. But it could 
mean that the farmer-labor honeymoon is over—if 
in fact the nuptials took place. 


LEASE-PURCHASE building program of the Federal 
government is off to a bad start. Idea was that the 
Government would contract to pay for public build- 
ings in installments like rent over a period as long 
as 25 years. The first job to reach bidding state was 
a postoffice-courthouse at Rock Island, Ill. A flood of 
responses was expected. One bid resulted, a condi- 
tional one. The program is being reappraised. 
General Services Administration wants to know 
what went wrong. 
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p> Senator Joseph C. O'Mahoney has sent the 
Census Bureau on a search for signs of monopoly. The method 
is novel and the results could prove most interesting. 
Chairman of the Senate's Judiciary Subcommittee on 
antitrust and monopoly, the Wyoming lawmaker developed 
the new approach after examining the first of several 
preliminary reports coming out of the 1954 Census of 
Manufacturing. He found the data arresting, but saw 
important voids: What was reported was good as far as 
it went, but it didn't teil the story in the completeness. 
O'Mahoney thinks Congress and the public should have it. 




















> For example, one company may appear as a 
producer of home appliances in an amount which translates 
into a negligible fraction of the total output, yet as 
a@ specialist in, say, pop-up toasters, it might well 
monopolize the field. Whether it does, is the information 
the O'Mahoney study proposes to develop. Assuming the 
answer is yes, notice of intent to absorb another manufacturer in the same specialty 
would carry implications of a dangerous merger within the Government's thinking. 

This method of detection will run through all reporting industries. 


























q O'Mahoney has had a long and signally active career in the business of trust 
exposure, especially when mergers were involved. He has told committee colleagues this 
could be the biggest and the best ever. He reminds that it is the first dealing with 
cold, hard figures of accomplished fact. He should know whereof he speaks: He was in 
charge of TNEC studies. That probe didn't change national business policy but it wrote 
the textbook for Government economic study. The Senator will have the assistance of 
experts headed by Donald McHugh as chief counsel, and Economist Jesse J. Friedman 
as staff head. 














Conferences with Census Bureau top men preceded unfolding of the plan to 
committee colleagues. He ran up against some barriers because the census people prefer 
to gather data and let others interpret it. But the Senate Appropriations Committee 
came to O'Mahoney's aid, told the Census Bureau the information is needed in 
"a legislative purpose" -- the preparation of bills dealing with anti-monopoly 
objectives. The material will begin flowing in October. Staff analyses will be underway, 
some of them completed, when Congress returns in January. 























» The Wyoming Senator fears the merger movement is getting out of hand but he 
complains there has been no true measure of the trend. He uses colorful and direct 
language in dealing with the problem: Some of the mergers are steered by "financial 
bucaneers," some are for other reasons; and the "horizontal merger" does the most 
violence to competition. It is within the collected data of the Census Bureau that 
the story of lateral extensions will be found. 




















» Price-fixing as a means of ending gasoline retail price wars has been dealt a 
blow by a Federal district judge at Newark, N. J., who imposed fines and warned of 
jail sentences to come, but who had interesting advice to the litle fellows who make up 
the service station business. The Department of Justice, Federal Trade Commission 
and other regulatory bodies read with interest the decision against members of the 
Garden State Retail Gasoline Dealers Association and its officers. There was no defense 
to the direct charge; the dealers had firmed their price-fixing deal in a round-robin 
letter which went to, among others, the Federal enforcement authorities. 


























> Follows the unusual counsel from the bench to the respondents: “See, you 











because it is a marvelous coincidence on our major highways, when there is a change 
in the price of gas that all the different companies have the same price that day. 
As if by magic, it goes from 22.9 to 25.9 the next morning. And then later on when it 
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drops to 23.9, as if by magic all the 
companies drop to 23.9. In your misguided 
way you were trying to achieve something 
which you have a right to do, but not by 
illegal methods." 














» Natural gas producers viewed the 
President's latest illness and its impact 
on the second-term question with especial 
concern. President Eisenhower is the 
only man running for the White House who 
is on record for legislation to ease 
Federal controls over natural gas 
producers. It is to be presumed that 
Vice-President Nixon might be willing to 
adopt, in toto, the Ike mantle with all its 
attachments, but such contenders as 
Stevenson, Harriman and Symington are 
flatly on record as opposed. 























Backers of the bill don't agree 
that the mess which brought on a veto, 
Presidential condemnation and a lobby 
investigation which will spotlight seamy 
sides will defeat relief plans next year, 
too. They cite the veto message as the 
basis of their hope that the White House 
will give blessings to the legislation, 
in the next State of the Union Message. 
(That presumes Ike's candidacy and 
re-election.) From the Presidential 
adviser on national security affairs, 
Dillon Andersen, comes word that the 
President wants the bill re-introduced. 

















, Fumbling and false starts threaten 
effectiveness of the Congressionally- 
indorsed "soil bank" to give 1956 relief 
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politicians, worried over the vote in 
agricultural states. Secretary Ezra Taft 
Benson can't convince the farm leaders 

he hasn't changed the ground rules by ruling 
out full benefits to farmers whose 1956 
crops have been hard hit by drought and 
other hazards. Examination of Capitol Hill 
debate on the biil seems to make this 
intent clear, and it is hard to read any 
other purpose in Benson's concurrent 
statements. His denial of full soil bank 
benefits will wipe out the main contribution 
the legislation could make to farmers' 
economic welfare this year. 




















» The pendulum of agricultural 
economics is poised for the full swing back 








time, that farmers were paid by the U. S. 
Government for plowing under was in 1933, 
the first year of the Roosevelt Administra- 
tion, when Wallace was Secretary of 
Agriculture. The only apparent change 

is one of terms: Wallace called it "plowing 
under," and Ike's message referred to the 
System as one which would pay farmers 

for crops to be "physically incorporated 
into the soil." 





p» AFL-CIO economists reach the 
calendar midyear point with a dim view to 
business conditions. They report a leveling 
off of national economic activity in the 
past half-year which, the report says, 
"is producing uneasiness about the coming 
months." Continuing: "There is weakness 
in consumer activities -- production and 
sale of autos, homes, appliances, textiles 
and clothing. The farm-equipment industry 
also reports continued weakness. But 
business investment in new plant and 
equipment -- affecting industrial and 
commercial building, construction steel 
and machinery -- remains strong and 
promises to rise during the rest of 


the year." 


> On the worrisome dark spot from 
the production-employment standpoint, 






























usual springtime boost in auto sales to 
materialize has resulted in further 
production cutbacks, layoffs and shorter 
work-weeks. New car inventories were 
reported to be about 900,000 at the end of 
April. Production has been cut back in 
May to the lowest levels since the 
recesSion year, 1954. The Labor Department 
estimates that 159,000 auto workers had 
been laid off by mid-May, with additional 
cutbacks in auto-related industries. 





» FHA and VA mortgaging practices 
are being renovated. For example, there is 
departure in sight from rules which have 
the effect of mortgaging kitchen appliances}. vets 
with a theoretical life span of 30 years } e-\.\+ 
bestowed upon them. The Senate Finance | “S:% 
Committee is hearing protests from retailfy. 
department=-store operators that it's 
impractical to include in a mortgage- 
insured deal such things as wall-to-wall 4 
carpeting. In a 30-year period, the Senators}...™. 


























to the policy of plowing crops under, 
repeating a performance that was staged 
by Henry A. Wallace almost a guarter 
century ago. The last, and only previous 
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are being told, several generations of > °.°0 
carpeting will be worn out while the 
home-owner is paying interest on the 
original floor-covering. . 
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The 

Dark 
Continent 
Sees 


New 
Light 






by V. L. Horoth 


M ost of us who have seen Africa only through 
the movies tend to think of this vast continent as a 
place teeming with dancing natives, terrorized by 
witch-doctors and leopard-men, where all travelling 
is done in “safari” style with native porters and gun- 
bearers. The truth is that these days one has to go 
out of his way to find this kind of Africa, just as one 
has to search for cowboys and Indians in the West. 
Actually, Africa is going through a transformation 
which in relative terms is probably more far-reach- 
ing than any going on elsewhere. 

To begin with, contemporary Africa is surging 
with political vitality. Since the beginning of this 
year, three countries, Morocco, Tunisia, and the 
Sudan, have emerged as independent countries. Dur- 
ing the next year and a half, they are likely to be 
followed by others, notably the Gold Coast and Ni- 
geria. The economic transformation is almost as 
revolutionary as are the social changes. There is a 
quickening of educational activities as well. Native 
schools and colleges can barely keep up with the 
demand for more learning. 

The old tribal system is breaking up, creating 
temporary but dangerous vacuums, as in Kenya, the 
locale of the Mau-Mau rebellion. Urban centers are 
springing up everywhere. How many of us can locate 
such boom towns as Leopoldville in the Belgian 
Congo, or Nairobi in Kenya, now a city of some 
250,000? How many have heard of Salisbury in 
Southern Rhodesia? Ten years ago 
Salisbury had about 80,000 people; 
today it has well over 200,000, and 


3 some 400 industrial enterprises of all 


sizes. Or how many knew about 
Ndola, a mushrooming distribution 
center in the “Copperbelt’”’, or about 
Ibadan, a city of over 300,000 in the 
Nigerian bush country? 

Africa is also the world’s largest 
untapped reservoir of natural re- 
sources. It already leads other parts 
of the world in the production of in- 
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The Union is well devel. 





dustrial diamonds, gold, 
columbite (used in jet 
engines), cobalt, beryl- 
ium, and phosphate rock; 
it contributes a growing 
proportion of the world’s 
output of copper, chrome, 
manganese, asbestos, 
uranium, tin, and graph- 
ite. Some of its huge riv- 
ers, such as the Congo, 
the Nile, and the Niger, 
could, if harnessed, pro- 
vide the entire Old World 
with hydroelectric power. 
Its forests, if properly 
exploited, could keep 
Western Europe in cellu- 
lose, plastics, and indus- 
trial alcohol without 
much difficulty. 

Judged by the number 
of diplomatic and trade 
missions sent by the So- 
viets, Red China, and the 
satellites, the communists 
are quite aware of the in- 


only by the United States. 


Va., and Falls City Tobacco Co. 





The Rhodesian copper companies are closely knit together by 
means of interlocking directorates. They are dominated by two 
groups: one consists of the Rhokana Corp. Ltd. and the Rhode- 
sian Anglo-American Ltd., which in turn are controlled by the 
Anglo-American Corp. Ltd. of S.A., which, despite its name, has 
little American capital. This group operates the Nchanga and 
Nkana Mines and has the large Bancroft Mine under develop- 
ment. The second group consist of the Rhodesian Selection Trust 
Ltd. and Roan Antelope Copper Mines Ltd., with control vested 
in the American Metal Company Ltd. of New York. This group 
operates the Roan Antelope and the Mufulira and Chibuluma 
mines and the recently opened up Chambishi mine. Another 
mine, Baluba, is under development. In 1954 all these different 
mines produced 439,000 tons of copper. When in full produc- 
tion, output may reach 560,000 a year. This would make Rhode- 
sia the second largest copper producer in the world, topped 


Other U. S. companies operating in the Federation include: 
Bikita Minerals Ltd. associated with the American Metal Co. and 
American Potash and Chemical Corp. (lithium mining), Rhodesian 
Asbestos Ltd. associated with Johns Manville International Corp. 
(asbestos mining), Rhodesian Chrome Mines Ltd. associated with 
Union Carbide & Carbon Corp. (chrome mining), Rhodesian Va- 
nadium Corp. associated with Vanadium Corp. of America 
(chrome and manganese mining), Vacuum Oil Co., Caltex Ltd., 
Ingersoll Rand, Kodak Co., Gardner-Denver Co., the Rhodesian 
Leaf Tobacco associated with Universal Leaf Tobacco of Richmond, 


oped economically, al. 
though it still must de 
pend upon an inflow of 
foreign capital. However, 
it does not fall within 
the scope of this article, 

The purpose of this ar. 
ticle is to sketch briefly 
the changes taking place 
in that part of Africa 
that lies south of the 
great Saharan desert and 
above the northern 
boundary of the Union 
of South Africa. This 
huge area almost three 
times as large as the Con- 
tinental United States, 
but with a population of 
less than 150 million, will 
subsequently be referred 








to as ‘‘Sub-Saharan 
Africa.” 
Rhodesia-Nyasaland 


Federation—Number One 











Boom Country 





creasingly important role 
that African resources 
are bound to play in world affairs. They are reported 
studying African languages and customs. African 
students and technicians are being invited to work 
and train in communist factories. The extended visit 
of the new Soviet Foreign Minister, Shepilov, in 
Egypt, a country spearheading the anti-colonial 
drive, is particularly significant. The Soviet offer to 
finance the construction of the huge Aswan High 
Dam on the Nile illustrates how far the communists 
are prepared to go. By demonstrating that they are 
anxious to help the people of Africa become eco- 
nomically independent, the communists hope to 
weaken Western influence and to put themselves in 
a position to benefit from Africa’s rapid political and 
economic changes. 


What is Sub-Saharan Africa? 


Politically and economically, there are really three 
Africas. North of the Sahara is Arab-speaking 
Mediterranean Africa. Most of the countries in this 
belt, stretching from the Suez Canal to the Straits 
of Gibraltar, have either gained political independ- 
ence or are engaged in fierce struggles to obtain it. 

Political strife has temporarily halted economic 
progress in this area with the exception of Egypt 
and Libya. However, political difficulties do not seem 
to have interfered with the intensive search for oil 
in the north Sahara. In view of limited local fuel re- 
sources, the finding of petroleum would be a boon 
to the future industrialization of Algeria, Tunisia, 
and Morocco. Some oil has apparently been found 
in southern Algeria. Meanwhile Texas Gulf and 
W. R. Grace & Co. have joined forces to search for 
oil in Libya, a desert country about one-sixth the 
size of the United States. 

The southernmost part of Africa is, in fact, a 
European country; at least the Union of South Af- 
rica is trying to make it into one, by segregating 
its population into native and European sections. 
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The Rhodesia-Nyasaland Federation, set up in 
1953, is one of the youngest sovereign members of 
the British Commonwealth, yet it is also one of the 
most dynamic, matching Canada in the pace of 
development of its natural resources. About the size 
of Texas, New Mexico, and Colorado combined, the 
Federation has been piling up one record after 
another. In the six years, 1949-55, it nearly doubled 
its foreign trade and national income. It has been 
investing about $100 million a year in exploitation 
of its resources. This may not be much com 
with Canada’s gross capital formation of $6.5 billion, 
but the Federation has anly about 250,000 whites 
in a population of more than 7 million. In ’52, per 
capita income was put at $150, a figure that com- 
pares favorably with Latin American incomes, and 
is, of course, the highest in Africa south of the 
Sahara. The natives have fully shared in the increase 
in living standards. The ownership of bicycles, motor 
scooters, and sewing machines by native industrial 
workers and miners is now common. 


As in Canada, the Federation’s boom got its start 
following the outbreak of the Korean War. Since; 
then it has been fed by mounting Western European 
demand for raw materials, copper in particular. 


The Rhodesian “copperbelt” extends for almost 
500 miles southeast from the Belgian Congo Katanga 
region. It is unique in every respect. The metal! 
yields average from 3 to 6 percent per ton of ore}) 
this compares with the average of one per cent for 
U. S. and Canadian ores and 2 to 3 per cent for 
Chilean ore. Investment in copper mines is estimated 
at the equivalent of almost $500 million. Profits be 
fore taxes are running well above $100 million @ 
year. Northern Rhodesia alone is estimated to have 
some 20 million tons of recoverable copper, or a 
25 per cent of the world’s known copper reserves. 
At the present rate of exploitation, the mines have 
enough ore for the next 50 years. Some 250,000 
people are dependent upon copper mining in one 
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In addition to copper, 
the Rhodesia-Nyasaland 
Federation produces im- 
portant quantities of 
gold, asbestos, zinc, lead, 
chrome, cobalt, iron ore, 
lithium, mica, and tung- 
sten. Although coal is 
found in many places, the 
only large producing col- 
liery, at Wankie, cannot 
keep up with the demand. 
Copper mines, for ex- 
ample, have to import 
electric current from 
neighboring Belgian 
Congo. Shortages of 
power and skilled labor, 
as well as inadequate 
transpertation facilities, 
are also holding back the 
rapidly expanding secon- 
dary industries. Among 
these, textiles, chemicals, 
food-processing and 
metal-processing are the 
most important. There 


are good opportunities, for example, for local manu- 





The following five huge corporations control 
about 90 per cent of capital investment in the 
Belgian Congo: 

Societe Generale de Belgique which is by far and away the 
most potent force in the Congo. Its largest subsidiary is the 
Union Miniere du Haut-Katanga, one of the largest corporations 
in the world. Union Miniere employs about 250,000 people and 
has a mining concession of 13,000 square miles, or akout as 
large as Massachussets and Connecticut combined. The Union 
contro's most of copper, zinc, uranium, radium, and cobalt pro- 
duction of the Colony. 

Another important subsidiary of the Societe Generale is 
Forminiere which produces some 70 per cent of the world’s 
industrial diamonds. 

Brufina (Societe de Bruxelles pour la Finance et IIndustrie) 
controls the Congo’s tin production. 

Cominiere controls through its subsidiary, Agrifor, the Con- 
go’s lumber production and together with U. S. Plywood Corp. 
runs a huge plywood and veneer mill at Lemba. 

Huilever: The Belgian subsidiary of the British and Dutch 
owned Unilever. 

Baron Empain Group: A railway syndicate, trying to develop 
Central Africa’s first transcontinental railway system, running 
from Lobito in Portuguese Angola (on the Atlantic) to Dar-es- 
Salaam on the Indian Ocean. 

American companies operating or represented in the Belgium 
Congo include: U. S. Plywood Corp., Westinghouse, Caterpillar, 
and Ford. 























facturing of bicycles, for which the native demand 


is almost insatiable, and also for hardware and 


agricultural and pumping machinery. 


The Kariba Gorge Project 
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can proceed at a faster 
pace, Rhodesia will have 
to have more power, 
more railways and high- 
ways, and more skilled 
native labor. The project 
that may help to solve 
the power problem is 
likely to get under way 
this year. An $80 million 
loan for the construction 
of a dam at the Kariba 
Gorge on the Zambesi 
River was granted quite 
recently by the World 
Bank. The Kariba Gorge. 
Dam is to be one of the 
largest in the world. It 
is to store about three 
times as much water as 
Boulder Dam, and _ its 
power capacity is to be 
built up to about 14%4 
million kw. Additional 
hydroelectric projects are 
being considered on the 
Kafue River and on the 


Shire River, both tributaries of the Zambesi. 


The Transformation of the Belgian Congo 


Like the Rhodesia-Nyasaland Federation, the Bel- 
gian Congo has been booming. Gross national prod- 
uct is estimated to have exceeded $114 billion in ’55, 
(Please turn to page 502) 


But before copper mining can be extended and with mining output 
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issues with 
-way appeal 


By OUR STAFF 


uvesters with idle investment funds which 
they are anxious to put to work in sound common 
stocks are likely to be puzzled as to a wise selection 
at this time because of the uncertainties of the cur- 
rent market. In contrast to the more or less general 
upward price trend of last year, price movements 
since shortly after the beginning of 1956 have been 
mixed, with sharp sell-offs and subsequent rallies. 
Others in the list, including some good-grade stocks, 
have dropped from their best 1956 levels to where 
they now appear to be attractive “buys” for those 
seeking medium—to good-grade common stocks 
affording satisfactory yields and better-than-aver- 
age potentials for long-term price appreciation. 

To assist readers who are confronted with the 
problem of making a proper selection of such issues, 
we have made a careful analysis of a number of 
stocks, From the entire group we have chosen five 
well established companies having diversified opera- 
tions which should eventually attain a level of higher 
earnings and dividends than the already satisfac- 
tory rate. 

These selections, we believe, merit the considera- 
tion of the investor. They include Bendix Aviation 
Corp., which has only one class of stock outstand- 
ing; Curtiss-Wright “A”, E] Paso Natural Gas, 
General American Transportation and Westinghouse 
Air Brake, which also, aside from its funded debt, 
has no obligation senior to its capital stock. 

Current market prices for the group range from 
3214, for Westinghouse Air Brake to 65 for General 
American Transportation. For investors who may 
be interested in a “package investment,” a moderate 
commitment in each of the five stocks would provide 
diversification and at the same time an average 
return of approximately 4.4%. 
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BENDIX AVIATION CORP. 


BUSINESS: The company, one of the most highly diversified of American 
industrial organizations, with subsidiaries or affilates in Canada, France, 
Australia and England, manufactures an extremely broad line of precision 
instruments and other essential equipment for the air-transport, automo- 
tive and other industries, the armed services and the Government. It is one 
of the leaders in the field of electronics. 


OUTLOOK: The history of Bendix in the postwar years has been one of 
growth. Because of its many programs in both the military and civilian 
areas, however, its volume of business is affected in different ways from 
one year to the next by various major trends in the economy, but over a 
period of the last five years to the end of 1955, net sales, royalties and 
other income of the company and wholly-owned domestic subsidiaries has 
increased from $340.5 million to 1953’s record high of $638.5 million 
which compares with $567.2 million for 1955. The increases in net income, 
however, over the same span of time have been consistently upward, rising 
from $2.79 a share for 1951 to $5.66 a share for 1955, both figures being 
adjusted for the 2-for-1 split last year. On the basis of first six months, 
ended last March 31, some further fluctuation in both sales, etc., and net 
income may be recorded for the current year, largely due to lower sales 
to the automotive industry, although this dip could be more than offset 
in the remaining months by a recovery in the automotive field and increases 
in sales of Bendix’s other divisions. For the six months to March 31, net 
income for the stock equaled $2.14 a share, compared with $2.84 a year 
ago. A broad basis for further growth of Bendix, in addition to its many 
and varied products, is its research and engineering skills in developing 
new and advanced equipment in its several fields and its pioneering in the 
application of electronics, ultrasonics and other techniques to many indus- 
trial fields. 


DIVIDENDS: Has paid dividends in every year since 1939. The current rate 
payment is 60 cents quarterly. 


MARKET ACTION: Recent price of 50 compares with 1955-56 price range of 
High—63, Low—45. At current price, the yield is 4.8%. 


COMPARATIVE BALANCE SHEET ITEMS 


September 30 
1946 1955 Change 

ASSETS (000 omitted) 
Cash & Marketable Secur. $ 41,809 $ 32,279 +$ 9,530 
Receivables, Net 30, 83,903 + §3,573 
Inventories 28,093 103,947 + 75,854 
TOTAL CURRENT ASSETS 100,232 220,129 119,897 
Net Property 20,309 49,488 29,179 
Investments 2,472 , 2,413 
Other Assets 1,126 3,563 2,437 
TOTAL ASSETS $124,139 $278,065 +$153,926 
LIABILITIES 
Notes Payabie $ 8,500 +$ 8,500 
Accounts Payable $ 12,744 25,893 + 13,149 
Accruals 23,242 39,547 16,305 
Tax Reserve ,071 35,128 + 32,057 
TOTAL CURRENT LIABILITIES 39,057 109,068 + 70,011 
Reserves 20,441 5,075 15,366 
Common Stock 10,587 22,853 12,266 
Surplus : 54,054 141,069 + 87,015 
TOTAL LIABILITIES $124,139 $278,065 +$153,926 
WORKING CAPITAL , $ 61,175 $111,061 +$ 49,886 
CURRENT RATIO ; 2.5 2.0 - 5 
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CURTISS-WRIGHT CORP. 


BUSINESS: Through its Wright Aeronautical Division, the company is one 
of the foremost builders of aircraft engines, including jet and turbo com- 
pound, as well as spare parts, for commercial and military aircraft. Other 
divisions produce electronic devices, industrial and scientific products, plas- 
tics, metal products in a variety of shapes and sizes in steel, titanium and 
non-ferrous metals. 


OUTLOOK: Reference is made here to the Class A stock, outstanding in 
the amount of 953,719 shares. This issue has preference over the common, 
being entitled to non-c lative dividends of $2 annually, which have 
been paid at regular quarterly intervals since 1939. Earnings last year 
covered 1955 Class A dividend requirements more than 18 times, leaving 
net income equal to $4.74 a share for the common stock, into which the 
“A” stock is convertible on a share-for-share basis at any time prior to being 
redeemed at $40 a share, if called for redemption. The conversion privilege 
is protected against dilution. Last year was one of the most successful in 
the company’s history. Sales of $508.7 million established a new high for 
the postwar period, going ahead of 1954 by $33.6 million, with net profit 
of $35 million, compared with $19.3 million in 1954. Significantly, about 
40% of 1955 earnings came from commercial sales. Further gain along 
this line is indicated for 1956, commercial sales in the first quarter increasing 
to about 50% of the total, which produced consolidated net profit of $9.1 
million, the equivalent of $1.24 a share for the common after Class A 
dividend. Unfilled orders including advance contracts, at the beginning 
of the second quarter, totaled $665 million. 





DIVIDENDS: Although the maximum payment in any year is $2 a share, 
the “A” stock is attractive from a yield standpoint as well for its speculative 
possibilities through the conversion privilege. 


MARKET ACTION: Recent price of 35’2 compares with 1955-56 price range 
of High—37, Low—31. At current price, the yield is 5.6%. 


COMPARATIVE BALANCE SHEET ITEMS 


December 31 

1946 1955 Change 
ASSETS (000 omitted) 
Cash & Marketable Secur. $ 86,923 $ 30,919 —$ 56,004 
Receivables, Net 15,966 91,337 + 75,371 
Inventories ae 29,281 72,125 + 43,844 
Other Current Assets 33,539 — 33,539 
TOTAL CURRENT ASSETS 165,709 194,381 + 28,672 
Net Property .... 19,318 31,410 + 12,092 
Investments 2,659 061 — 2,598 
Other Assets 5,585 1,176 — 4,409 
TOTAL ASSETS $193,271 $227,027 +$ 33,756 
LIABILITIES 
Accounts Payable $ 5,178 $ 14,996 +$ 9,818 
Accruals 17,350 27,004 + 9,754 
Income Tax Reserve . 26, 18,380 — 8,397 
Other Current Liabilities 6,054 9,005 “+ 2,951 
TOTAL CURRENT LIABILITIES 55,359 69,385 + 14,026 
Other Liabilities .... 1,630 , — 1,630 
Reserves : 25,845 — 25,845 
Class “A” Stock , 1,159 954 - 205 
Common Stock 432 7,432 
Surplus meas 101,846 149,256 + 47,410 
TOTAL LIABILITIES . ; . $193,271 $227,027 +$ 33,756 
WORKING CAPITAL .. $110,350 $124,996 +$ 14,646 
CURRENT RATIO ......... a Salant 3.0 2.8 ~ 2 
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THOUSANDS OF 


EL PASO NATURAL GAS CO. 


BUSINESS: This is an integrated natural gas company. It has proven gas 
reserves estimated at 5.5 billion cf, oil and gas interests in approximately 
1.5 million acres in British Columbia, and owns and operates a gas pipe- 
line system which carries gas produced or purchased to customers in Arizona, 
New Mexico, West Texas and to retail distributors in Southern California. 
El Paso also is expanding into new fields such as oil refining, petrochemicals 
and rare metals. 


OUTLOOK: El Paso Natural Gas is one of the fastest-growing companies 
in the burgeoning natural gas industry. Within the last five years to the 
end of 1955, its gas sales have risen from 379.4 Mcf to 710.8 Mcf. In the 
same period total operating revenues increased from $63.5 million to 
$178 million, while net income after income taxes moved up from $10.7 
million to $19.1 million, after provision of $1.2 million for possible rate 
refunds. At the same time, the gross investment in system facilities amount- 
ing to about $286 million at the close of 1951 increased to $659.2 million 
last year, financing of which, through new securities or by borrowings, has 
for the time being held earnings applicable to the common stock to $3.08 
a share in 1955. That figure, however, is in contrast to the $1.89 a common 
share reported for the previous year in which, among other factors, the 
company under the rules of the FPC was compelled to charge off full 
depreciation and amortization charges on new facilities even though these 
facilities were not operating to the full extent for which they had been 
designed. It is evident from figures for the 1956 first quarter that the 
improvement setting in in 1955 is continuing through 1956. For the three 
months to March 31, consolidated operating revenues increased by $13.6 
million over a year ago with net earnings on the common stock rising from 
72 cents to $1.35 a share. 

DIVIDENDS: Payments on the common stock, inaugurated in 1940, are 
now on a quarterly basis of 50 cents a share. 


MARKET ACTION: Recent price of 5134 compares with 1955-56 price range 
of High—54'2, Low—39%. At current price, the yield is 3.8%. 


COMPARATIVE BALANCE SHEET ITEMS 


December 31 

1946 1955 Change 
ASSETS (000 omitted) 
Cash & Marketable Securities $ 2,257 $ 4,622 +$ 2,365 
Notes Receivable 8 947 + 939 
Accounts Receivable 1,032 21,016 + 19,984 
Inventories 647 647 
Ovher Current Assets 114 29,667 +- 29,553 
TOTAL CURRENT ASSETS 4,058 56,252 + 52,194 
Net Property 77,622 559,805 +- 482,183 
Investmen‘s 118 19,417 + 19,299 
Other Assets 405 102,856 +- 102,451 
TOTAL ASSETS 82,203 738,330 + 656,127 
LIABILITIES 
Notes Payable $ 100 $ 8,000 +$ 7,900 
Accounts Payable 490 12,564 + 12,074 
Accruals 165 5,169 + ; 
Tax Reserve 1,154 8,020 - , 
Other Current Liabilities 24,701 + 24,701 
TOTAL CURRENT LIABILITIES 1,909 58,454 oF ; 
Other Liabilities 9,764 92,634 +- 82,870 
Reserves 10,365 99,475 + 89,110 
long Term Debt 44,900 365,139 -+- 320,239 
Preferred Stocks 7,500 76,454 + 68,954 
Common Stock ; 2,120 14,911 + 12,791 
Surplus 7,554 31,263 + 23,709 
TOTAL LIABILITIES $ 82,203 $738,330 +-$656,127 


WORKING CAPITAL $ 2,149 def$ 2,201 
CURRENT RATIO 2.1 
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AMERICAN TRANSPORT GMT 


GENERAL AMERICAN TRANSPORTATION CORP. 


BUSINESS: Owns and operates a fleet of approximately 62,500 tank, 
refrigerator and other special types of freight cars; designs and builds all 
types of freight cars, as well as a variety of equipment, including heavy 
machinery, for the chemical, food, paper and pulp, and other process 
industries. Other divisions manufacture self-tapping screws and other fasten- 
ers; design and manufacture plastic products and dies for plastic molding, 
while still onother, the “Kanigen” Division is the operator and licensors 
of a process for chemical nickel-plating. Another important division owns 
and operates a number of seaboard and inland terminals. 


OUTLOOK: Over a number of years General American Transportation has 
shown consistent growth with the increase of its freight-car operating activi- 
ties fostered in part by its ability to design and manufacture types of cars 
to meet the special requirements of shippers. Although its fleet of freight 
cars, the majority of which are high revenue producing units, contributes 
substantially to earnings, its tank-storage terminals strategically located 
and with a capacity of 540 million gallons as well as drumming, canning 
and other facilities for the handling of liquid commodities, also are a 
heavy contributor along with the Fuller Co., a subsidiary, specializing in 
such products as pneumatic conveying systems, cement manufacturing equip- 
ment and industrial compressors and vacuum pumps. The company’s Plastic 
Division is rated as the largest producer of molded parts in the country. 
Attesting the continued growth, 1955 gross income from manufacturing and 
services totaled $167.8 million, $11.6 million over 1954, to make last year 
the second best in GTX’s entire history. Net income of $12.4 million was 
equal to $5.24 a share on the common stock, its only outstanding capital issue. 


DIVIDENDS: Payments have been made in every year since 1919, with dis- 
tributions being made at 70 cents quarterly at the present time. 


MARKET ACTION: Recent price of 65 compares with 1955-56 price range of 
High—71%2, Low—57'%. At current price, the yield is 4.1% 


COMPARATIVE BALANCE SHEET ITEMS 


December 31 
946 1955 Change 

ASSETS (000 omitted) 

Cash & Marketable Secur. ; $ 8,775 $ 25,095 +$ 16,320 
Receivables, Net 8,046 15,946 + 7,900 
Inventories . 20,554 25,286 ao 4,732 
TOTAL ASSETS 37,375 66,327 + 28,952 
Net Property : , 58,408 214,446 + 156,038 
Intangibles 151 027 _ 124 
Investments 2,832 2,643 “= 189 
Other Assets ‘ 743 6,542 + 5,799 


TOTAL ASSETS $ 99,509 $289,985 +$190,476 


LIABILITIES 


Curr. Debt Due $ 3,717 $ 1,420 —$ 2,297 
Accoun's Payable 10,779 13,621 + 842 
Accruals J 1,729 +t 122 
Tax Reserve 1,797 5,005 + 3,208 
TOTAL CURRENT LIABILITIES 17,900 21,775 + 3,875 
Other Liabilities 392 -- 392 
Reserves , 899 13,252 + 12,353 
Long Term Dobt ..... 12,814 146,462 -+- 133,648 
Common Stock 5,208 5,953 + 745 
Surplus q 62,296 102,543 + 40,247 
TOTAL LIABILITIES $ 99,509 $289,985 +$190,476 
WORKING CAPITAL $ 19,475 $ 44,552 +$ 25,077 
CURRENT RATIO 2.0 3.1 + 11 
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WEST INGHOUSE AIR BRAKE wk 





mach: 


" $35,000,000 
Cap Stk: 4,141,663 - par 
iscal Year: 


ah 
ANDS OF SHARES 


| 1946 | 1947 | 
| 2.35 | 3.25 | 3.85 | 2.42 | 2.73 
+ 1.34 | 2.30. 

0 


WESTINGHOUSE AIR BRAKE CO. 


BUSINESS: Long an important maker of air-brake equipment and related 
products, through its Union Switch & Signal Division, Westinghouse Air 
Brake is a leader in the railway signal field. Other divisions manufacture 
air controls for industrial and marine application, air compressors, rock 
drills, excavating and earth-moving equipment, portable drilling equipment, 
radar equipment for the armed forces and other electronic devices. 


OUTLOOK: Net sales of the company and its subsidiaries in 1955 reached 
a record high of $172.5 million, surpassing the previous year’s $121.5 
million and exceeding 1953, the next highest in the postwar period, by 
$27.4 million. Although the upsurge in demand for products of its air-brake 
and signal divisions contributed materially to the increase, of greater 
significance was rise in sales of its Le Tourneau-Westinghouse Division, a 
major producer of road building and other construction and earth-moving 
equipment. Through an accelerated, extensive research and development 
program, this division is taking on greater importance with the introduc 
tion of new products, the most recent of which is a rubber-tired switching 
tractor for railroad and industrial applications. Another important con- 
tributor to sales and earnings is the Le Roi Division, a producer of internal 
combustion engines, air compressors and rock drills, increasing need for 
which in the construction, petroleum and mining industries promises continu- 
ing growth. This growth outlook also is shared by the company’s wholly- 
owned George E. Failing Co., a pioneer manufacturer of portable drilling 
equipment, including drilling rigs especially designed to meet the needs of 
slim hole oil exploration. In the 1956 first quarter, consolidated net income 
amounted to 61 cents a share, compared with 36 cents in the like 1955 
period, indicating an appreciable increase for the current year over 1955's 
$2.02 a share, exclusive of 96 cents a share in non-recurring profit. 


DIVIDENDS: Current payments are 30 cents quarterly. With most of inte- 
gration expenses out of the way and higher earnings, this rate could 
be increased. 

MARKET ACTION: Recent price of 32% compares with 1955-56 price range 
of High—35, Low—25%. At current price, the yield is 3.7%. 


COMPARATIVE BALANCE SHEET ITEMS 


December 31 
1946 1955 Change 

ASSETS (000 omitted) 
Cash & Marketable Securities .... : . $ 30,931 $ 15,573 —$ 15,358 
Accounts & Notes Receivable ‘ ' 10,831 41,615 + 30,784 
nee ; 24,449 66,406 + 41,957 

her Current Assets caine cr 7, — 7,488 
TOTAL CURRENT ASSETS 66,211 116,106 + 49,895 
Net Property 8,445 40,310 + 31,865 
Investments aoe 4,054 1,882 — 2,172 
Other Assets a rut 862 7,299 + y 
TOTAL ASSETS $ 79,572 $165,597 +$ 86,025 
LIABILITIES 
Notes Payable cabewtsesesshatoasdsiaiobaliot . §$ 3,779 $ 10,897 4+$ 7,118 
Accounts Sages nee a : 120 10,495 + 10,375 
Tax Rese , 17,084 16,811 _- 273 
TOTAL CURRENT LIABILITIES 20,983 38,203 + 17,220 
Long Term Debt .... : cae - a 35,000 + 35,000 
Other Liabilities ...................... : ‘ 25 ; an 5 
Reserves . ss hebaiiinbishtbetaats oa 3,386 807 — 2,579 
Common Stock scieichcutbbapbihin —_ 34/893 41,417 + 6,524 
Surplus .. edaniane 20,285 50,170 + 885 
TOTAL LIABILITIES silaniichetiniaeiiie $ 79,572 $165,597 +$ 86,025 
WORKING CAPITAL ................. seiieaies $ 45,229 $ 77,902 +$ 32,673 
CURRENT RATIO ................... tail 3.2 3.0 -- 2 
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1956 Midyear 
Re-appraisals 


OF VALUES; 
EARNINGS 





Prospects and Ratings for: 





Part I 


The somewhat mixed showing made by business 
in the first half of this year seems likely to be dupli- 
cated in the second half. That is to say not every 
industry will perform from here on out as in the 
first six months, but rather that there will be no 
uniform action within the economy. 

Figures, such as the Commerce Department re- 
leases, showing personal income running at a record 
annual rate of $317 billion are highly encouraging, 
but the fact remains that there is something less than 
universal sharing of the general prosperity. Thus, to 
an automobile worker, who has been laid off because 
of a 25% cutback in passenger-car output, these 
times are something less than 


AND DIVIDEND : 3 
FORECASTS 


Railroads — Merchandising — Textiles 
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investor owns shares in a company which has failed 
to keep in step with the parade. 

Indeed, the investor, in estimating dividend pros- 
pects, would do well not to raise his expectations in- 
discriminately merely because the general dividend 
trend is upward. He would do well to limit himself 
to an exploration of dividend possibilities among 
those companies with a steadily widening margin of 
earnings over dividends and which have not yet 
taken action to raise their dividends. It also is wise, 
from the investment standpoint, to recognize that a 
minority still is in uncertain position, which can lead 
to unfavorable action. 

In the annual series of mid- 











prosperous. And to a textile man- 


year forecasts, beginning with 
not 





ufacturer, whose business vol- 
ume hovers around an all-time 
high while net profits slide amid 
punishing competition, the boom 
is somewhat remote. There are 
other examples, many of which 
will be cited in a series of issues. 

Much the same holds true, of 
course, for the investment fra- 
ternity. An investor may find it 
highly interesting to learn that 
cash dividend payments by cor- 
porations rose during the first 
five months of this year, an in- 
crease of 15% from the corre- 
Sponding period of 1955, which 
was a banner year. Still, it is 
small source of comfort if the 
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Industries Featured in 
Mid-Year Forecast 


— in six consecutive issues of 
The Magazine: 

Railroads — Merchandising — Tex- 
tiles — Food & Dairy — Sugar — 
Beverages — Tobacco — Rail, Elect., 
Farm, Office Equipments — Building 
— Machinery — Specialties — Steel 
— Auto & Tires — Accessories — Air- 
craft — Airlines — Bus & Truck — 
Shipping — Metals — Petroleum — 
Chemicals & Drugs — Paper. 

















———— 


this issue, we shall assay 
only the major industries of the 
nation, but each of the companies 
(having a _ substantial invest- 
ment interest) in those indus- 
tries. Each of these stories will 
be accompanied by statistical 
tables and commentaries. Rat- 
ings, as usual, will be attached 
to the companies. Stocks will be 
rated. 

As a further assist to the read- 
er, there will be found, where it 
is warranted, a symbol indicating 
the issue is of a kind that should 
be retained for long-term invest- 
ment or having above-average 
appreciation potential. 
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By WM. WHITEHEAD 


©] utstanding progress achieved in railroad trans- 
portation since the war promises to continue well 
into the future—subject, of course, to the usual vaga- 
ries of industrial activity. Basis for this optimistic 
projection, which should have considerable bearing 
on appraisals of railroad securities, may be attributed 
to two significant factors: (1) Development of an 
enlightened and sympathetic attitude among govern- 
ment regulatory authorities and (2) steady improve- 
ment in the caliber of management that has come 
into control of major carriers in the last decade. 
Ingrained traditions of the past gradually are being 
eliminated in an aggressive campaign to improve 
efficiency. 

Greater co-operation between managements and 
the operating brotherhoods undoubtedly has helped, 
although this observation should not be interpreted 
to imply that organized employees have dallied in 
seeking higher wage rates. With comparatively few 
exceptions, demands for upward revisions in pay as 
well as for other concessions have been amicably 
adjusted. Fortunately for the carriers, the Interstate 
Commerce Commission has modified its procedure in 
handling applications for increased freight and pas- 
senger rates with the result that lags between effec- 
tiveness of wage hikes and advances in freight 
charges have narrowed considerably. 

Recognition on the part of Washington agencies 
of the necessity of providing adequate income with 
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Divergent Prospects 


i i 





the RRAILROA DS 
in 1956 


which to keep labor efficient and contented and at 
the same time to modernize operating techniques has 
gone far toward keeping the industry in a strong 
physical condition. A less enlightened policy would 
have led to a breakdown in transportation by failing 
to permit the-carriers to replace steam locomotives 
with more economical diesel engines or by failing to 
permit the roads to introduce mechanization in road- 
way maintenance operations. Economies achieved by 
wider adoption of improved equipment have enabled 
the nation’s carriers to remain competitive with 
other transportation and to raise the standards of 
rolling stock and other equipment. 

From the standpoint of the investor this result has 
been especially encouraging. It is not surprising that 
gradual improvement in earnings and dividend dis- 
tributions has found reflection in the highest average 
appraisal for railroad stocks in more than a quarter 
of a century. Indications point to continuation of 
the trend through 1956 at a minimum, for conditions 
applicable to the railroads have proved quite satis- 
factory through the first half of the year and the 
outlook for the second six months appears reassur- 
ing if not quite so brilliant as a year ago. 


Further Progress Envisioned 


To support the conviction that further progress 
can be envisioned this year it is necessary to employ 
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Statistical Position of Leading Railroads 
Ka Gross Revenues "ila " italia: - ial i Share* - 
——lIst 4 Months—— Change Ist 4 Full Ist 4 Full Indicated 
1955 1956 te Months Year Months Year Current Recent Div. 

——— (Millions) -—— 1956 1955 1956 1955 Div. Price Yield 
itiin es & ts ‘ one $189.3 + 5.9 men pan $ 3.67 $14.70 $8.00 159 5.0% 
Ailenle Coast Une SAA YO 
Baltimore & Ohio a sie : we ‘ele -” = on i om 8.45 mm : 47 4.2 
Chevopecks BOhio.. MAT! MONT! 46S 77! wats naka ws 
Chicago, Milw., St. P. & dein on 79.2 ry 87.5 83.4 rye 3.27 2.50 19 13.1 
Sees sie Western _— @ 7 60.7 + 2 on ww 411,02 12.68 - 7 22 - 
Chicago, Rock Island & Pac. 60.6 : ‘ee - 3.0 oe 77.4 os 1.51 5.54 . ‘oo 38 7.1 
a Lack. & West. 26.4 a a 81.9 _ -~— pre 8 pa _ 20 - 
as i w. 23.9 25.0 + 46 64.5 61.9 _ 1.58 5.18 mm 43 5.8 ; 
Erie i ; _ 56.9 +13.3 we . 79.3 j 93 2.97 1.50 20 7.5 
ae Northern Ry. ws i + 9.9 =. 4, sae: -_ - 41 6.0 
Gulf, ome Ohio 27.6 ioe = 74.4 "= . 1.30 5.93 2.50 33 7.5 
om Central 118.4! 122.2! + 3.2 ; 75.2! 72.4 ‘ - re ~~ : on 7 64 i a 
Peis City Southern Sys. 14.4 15.7 + 9.1 a. 56.7 il eae a ; - 47 : 
Lshigh Velley ate - he ee ae 
Levels & Nashville see 4set 787 ast 
ee Get very aie) 238.8 261.6 + 95 wn 79.2 ry. 2.10 “~ 2.00 38 5.2 
M_eammpiaun.« ww ws m1 8 8 8 wm © an 
" Y., N. H. & Hart. 49.4 52.5 + 6.1 86.2 75.6 d m7 1.64 ~ 2 - 
uae & Western 61.7 76.9 +245 71.5 66.4 e 1.99 6.70 : 3.75 * — 5.6 
it .mwms « « -< = * « 
Pennsylvania ; 2 285.5 323.1 ie 82.6 eo 91 : mm pm 24 6.2 
ais oi 37.8 46.3 % +22.6 75.2 7 i 7 my one 2.00 33 6.0 
. saints esas 43.6 44.1 + 1.1 a —_ a 93 am pm - 27 74 
<~ator Cont palin 
4_Deficit. 2—Affected by strike of non-operating employees. 

=e = — — —J 
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statistics on revenues, labor costs, freight rates and 
a variety of other factors. In this connection, inci- 
dentally, the observations presented here are supple- 
mented by an extensive compilation of statistical 
data as well as by thumbnail comments on current 
prospects for a broad list of individual roads. 

Reflecting a high rate of industrial activity in the 
first six months this year, freight revenues have 
forged ahead to new highs. Carloadings have 
mounted and higher charges have been in effect since 
the first week of March. More satisfactory results in 
most cases have been experienced in passenger traf- 
fic. Fares were boosted moderately in May, along 
with an upward revision in pullman charges. With 
the benefit of greater efficiency and maintenance of 
high traffic volume, railroads have fared well thus 
far this year. Numerous carriers have reported in 
interim statements encouraging progress in the first 
four months. Outcome of the steel industry’s wage 
negotiations (unknown at this writing) presumably 
would have a bearing on results in the September 
quarter, but the normal seasonal uptrend in agricul- 
tural shipments and merchandise probably could be 
counted on to minimize potential adverse effects of a 
letdown in heavy industries. 

Looking to later months of the year, when an up- 
surge in automotive output is anticipated, it would 
seem reasonable to project a normal expansion in 
freight shipments and revenues. On this basis, there- 
fore, economists can envision record revenues and a 
new all-time high in net income for the industry. 
Gross revenues of Class I railroads could expand as 
much as 15 per cent, it is estimated, or between 
$10,750 million and $10,850 million, against $9,350 
million last year. Assuming that any boost in wage 
rates which labor may request in forthcoming nego- 
tiations may not actually become effective before the 
close of 1956, it would seem realistic to estimate net 
income of the country’s Class I roads at $975 million 
to $990 million, an improvement for the year of 
something more than 6 per cent. A cautionary note 
should be added at this point. By the time this article 





appears in print, the reader presumably should know 
whether the steel industry has been able to come to 
an agreement with its unionized employees over 
higher wages. Naturally, any prolonged shutdown 
of production, as mentioned previously, would have 
a serious effect on shipment of finished products 
(not only of steel itself but of fabricated items) and 
would virtually halt movement of iron ore and other 
raw materials which constitute an important propor- 
tion of freight traffic for many carriers. 

Although a considerable part of deferred ship- 
ments might be made up later in the year, losses in- 
curred in disruptions of this kind never can be com- 
pletely counterbalanced. Naturally some contraction 
in freight movemeut is to be expected in the summer 
quarter if a strike in steel mills is avoided. Plant 
vacations are numerous in July and August. The 
automotive industry virtually comes to a _ halt 
through much of the latter part of the September 
quarter. Such curtailment in industrial activity can 
be taken in stride, but complete cessation of steel 
operations would impose extraordinary problems on 
numerous roads that well might have serious reper- 
cussions on earnings. 


The Coal Roads 


Expectations of decided improvement in revenues 
and net income are based in part on the assumption 
that weather conditions will be more favorable. 
Some roads experienced serious traffic ‘disruptions 
and costly roadway damage as a result of floods and 
hurricanes in the eastern part of the country and in 
some areas along the Pacific Coast. In another direc- 
tion, exceptional gains can be projected. A continued 
uptrend in movement of bituminous coal to Europe, 
for example, has boosted shipments for the Poca- 
hontas carriers, and has raised earnings estimates to 
new peaks for this group. 

The promising Pocahontas roads deserve more 
than passing attention. Their recent prosperity 
stems from a strong (Please turn to page 490) 
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Statistical Position of Leading Railroads—( Continued ) 









Gross Revenues ——Operating Ratio— ——Net Per Share* —— 





























—lIst 4 Months—— Percentage Ist 4 Full Ist 4 Full Indicated 
1955 1956 Change Months Year Months Year Current Recent Div. 
———{Millions) % 1956 1955 1956 1955 Div. Price Yield 
aaa Air Line $ 54.2 $ 57.9 + 67 71.5% 79.2% $1.57 $4.52 $2.50 38 6.5% 
Southern Pacific 204.2 215.8 + 5.46 80.1 79.3 1.93 6.22 3.00 50 6.0 
Southern Rwy. 90.8 93.6 + 3.1 67.3 65.4 1.76 5.39 2.00 48 Pe 
Union Pacific ‘ 152.3 158.6 + 4.1 77.4 72.7 88 ai 2.00 35 5.7 ; 
Virginian Rwy. 13.5 17.8 +31.8 47.1 55.0 3.07 7.25 3.00 67 oie 
Western Pacific 16.2 16.8 + 3.6 78.1 73.3 1.81 8.14 3.00 74 te : 





*—Before funds. 
d_Deficit. 


1—5 months to May 31. 
*—Affected by strike of non-operating employees. 





Atchison, Topeka & Santa Fe: Moderate improvement in net income a 
reasonable expectation on basis of continued industrial gains in Pacific 
Coast area. Boost in dividend likely after proposed 5-for-1 stock split. A2 





Atlantic Coast Line: Industrial ex i in Southeast contributing to 
progress of this leading carrier. Modernization rogram virtually complete, 
ing for i Higher earnings indicated this year. B2 





Baltimore & Ohio: Uptrend in heavy industries and enlarged movement of 
coal contributing to traffic gains that suggest net income in area of $10 
a share, which should pave way for, institution of quarterly dividends. B1 


Chesapeake & Ohio: One of leading soft coal carriers benefiting from 
high rate of shipments from U. S. mines overseas. Despite decline in 
ti tive traffic, ther peak indicated in net income. Bl 





Chicago, Milwaukee, St. Paul & Pacific: Operating results continuing to 
improve as result of dieselization, but comparatively disappointing show- 
ing of agriculture may hold down earnings this year. C 





Chicago & North Western: Although moderate improvement in net income 
appears to be a reasonable hope, greater ec ies are ded to en- 
courage prospect of dividends. Even a payment on preferred seems 
doubtful. D 

Chicago, Rock Island & Pacific: Indications point to small increase in 


earnings this year, affording basis for optimism over higher dividend, 
but management hes shown traditional conservative policy. B2 





Del , Lack & Western: Reduction in debt and benefit of tax 
refund expected to bolster outlook. Absence of serious 1955 flood loss 


this year would prove favorable factor. C3 





Denver & Rio Grande Western: Steady progress of this important bridge 
line is finding reflection in improved invest t standi Wide coverage 


for $2.50 dividend suggests possibility of an extra payment. Bl 





Erie: Gains in industrial traffic contributing to modest progress for small- 
est of trunkline carriers, but little if any rise in net income is contem- 
plated this year. Liberal return on $1.50 dividend. C 





Great Northern: Prospect of continued heavy mo t of iron ore this 
year is encouraging, suggesting modest upturn in earnings. Favorable 
weather conditions would aid agriculture. Dividend secure. B 


Gulf, Mobile & Ohio: Iron ore imports and rising volume of paper and 
lumber shipments contributing to progress of this small dieselized carrier. 
Some further gain in net income indicated for 1956. B 


Illinois Central: With sharp debt reduction and increase in soft coal ship- 
ments, earnings are expected to improve modestly. Benefits of dieseli- 
zation helping economies. Another dividend rise seen possible. B1 

Kanses City Southern: Expansi of industrial output in Gulf area, in 
connection with petrochemicals, helping to bolster earnings. Benefits from 
wholly owned Lovisiana & Arkansas help uptrend. B1 





Lehigh Valley: Prospect of continued high rate of activity in steel and 
other heavy industries in Great Lakes area encourages optimism over 1956 
earnings. Debt reduction believed to pave way for dividend boost. Cl 


Louisville & Nashville: Another beneficiary of high rate of soft coal output 
and expansion of industrial activity in South. Absence of labor trouble 
this year should widen earnings improvement over 1955. A 


New York Central: Although rising costs appear to pose problem in 
counteracting benefits of economy program, optimists are hopeful of a 
Ses eum this year. Estimates suggest that net income may drop 
slightly. 


New York, Chicago & St. Louis: With indications pointing to comparatively 
high rate of industrial activity in territory served, despite slackening in 
automotive lines, net income may advance moderately this yeor. Bl 


New York, New Haven & Hartford: Difficulty in obtaining fare increases 
to compensate for rising costs and continued uptrend in terminal charges 
restrict promise for this leading New England corrier. D 


Norfolk & Western: Despite dependence on steam locomotives, operations 
have been kept at above-avera level of efficiency, and heavy move- 
ment of coal to seaboard should assure another good earnings year. A2 


Northern Pacific: Favorable pocapente for development of petroleum prop- 
erties supplement benefits of operating ec i te ing from dieseli- 
zation. Good lumber traffic from Northwest aids earnings. Bl 





Pennsylvania: Despite burden of unprofitable passenger traffic, this lead- 
ing trunkline appears to be headed for more satisfactory results this year 
to support dividend rise. Economies from major improvements. C3 


Reading: Reflecting high rate of industrial activity and good coal traffic, 
operations are on upgrade, pointing to higher income this year and 
possible dividend increase. New industries on lines. 


St. Louvis-San F i Exp in industrial activity in Southwest and 
closer affiliation with Central of Georgia boost volume. Holdings in New 
Mexico & Arizona Land add a speculative flavor. 





Seaboard Air Line: Rising traffic from increased industrial shipments 
points to modest earnings gain. Forthcoming 2-for-1 split paves way for 
another boost in dividends. Operating efficiency well regarded. B 


Southern Pacific: With benefit of economies anticipated from additional 
equipment, earnings this year are expected to surpass 1955 results, espe- 
cially if flood losses are not repeated. Higher dividend possible. B 


South Railway: Continued growth in industrial shipments contributing 
to another banner year in earnings, paving way for another dividend 
rise following effectiveness of split on 2'/2-for-1 basis. 





Union Pacific: Coepite prospect of some further drop in net income from 
oil operations, full year’s earnings are expected to compare favorably 
with $16.93 a share for 1955. Stock split on 5-for-1 basis pending. A2 


Virginian: Operations being favorably affected by high rate of coal 
shipments overseas and to steel industry. Benefits of dieselization begin- 
= ~ — up in economies. Higher dividend indicated on earnings 
outlook. ” 


Western Pacific: Despite continued heavy improvement expenditures, re- 
sults this year are expected to range well ahead of $8.11 a share for 
a suggesting a higher dividend. Road has unusually strong growth 
trend. 





RATINGS: (A)—High-grade investment quality. 


1—Above average appreciation potential at current market 


levels. 











(B)—Good Grade. (C)—Speculative. (D)—Unattractive. 


2—Retain for long-term investment. 3—Improving. 
*—Most attractive of group at current market price. 
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By J. C. CLIFFORD 


» @ fiercely competitive textile industry of 
this country is engaged in a two-front “war.” It is 
winning the battle of sales, but on the profit-margin 
and net-profit fronts the situation remains fluid. 
Both the internecine struggle, in which cotton tex- 
tiles and the synthetic fibers are arrayed, and the 
international contest—in which both American pro- 
ducers are pitted against the Japanese—shape up 
as wars of attrition. 

Under these circumstances we can readily under- 


470 





TEXTILE 
INDUS TRY 


Facing 
= Adjustments? 


stand the vociferous outcries of the textile people 
in the matter of the “cruel” competition from Nip- 
pon. Indeed, their outcries have been heard in Wash- 
ington, albeit with mixed sympathies; in Dixie, their 
new bailiwick, where support for the domestic 
casualties has been strong, and as far away as 
Tokyo, where moves have been initiated to control 
the rising tide of textiles from the Land of the Rising 
Sun to this country. 


Way Behind the Parade 


Such terms as “boom” and “record prosperity” 
are headline words for the textile industry. To be 
sure, earnings of American textile producers last 
year soared to nearly a third of a billion dollars, 
nearly a threefold rise from the doldrums of 1954. 
But the 1955 showing appears exceedingly lean 
alongside the annual average of almost $900 million 
earned in each of the three years following the close 
of World War II. 

The profits erosion has struck over a wide front, 
encompassing producers of cotton textiles, makers 
of synthetic and even those with a stake in both 
fields. Thus, Celanese Corp., one of the synthetic 
giants, last year had net profit of little more than 
$11 million (not including a tax recovery of over 
$4 million), compared with more than $40 million 
as recently as 1950. J. P. Stevens & Co., Inc., a pro- 
ducer of synthetics and natural fibers, netted $8.5 
million in its last fiscal year, against better than $28 
million in both 1947 and 1948. Cannon Mills Co., 
which has nearly all of its eggs in the cotton basket, 
racked up net earnings of little more than $10 million 
last year, compared with over $26 million in 1948. 


C‘est la Guerre 


The profits casualties can be traced to the furious 
competitive wars that have all but shattered the 
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—— = neem 
Position of Leading Textile Companies 
—____—_—__——Ist Quarter — Full Year 
Net Sales Net Profit Margin Dividend Per Share Price Indicated 
1955 1956 1955 1956 Net Per Share Earned Per Share Indicated Range Recent Div. 
—_—(Millions) % % 1955 1956 1954 1955 ° 1955 1956 1955-56 Price —‘Yield 
AMERICAN VISCOSE $ 66.4 $ 68.5 8.9% 9.4% $1.11 $1.27 $1.85 $4.66 $2.50- $2.00 55-30 38 5.2% 
W.C. (mil.) ‘54—$65.4 
W.C. (mil.) ‘55—$60.6 
~S BEAUNIT MILLS 24.1! 26.6 5.11 6.9 851 941 2.16 4.42 1.35 1.50° 37-18 21 7.1 
W.C. (mil.) ‘54—$19.5 
W.C. (mil.) ‘55—$24.5 
BELDING HEMINWAY 6.4 66 2.0 19 32 32 01.14 1.27 70 70 17-1) W 6.3 
W.C. (mil.) ‘54—$6.7 
W.C. (mil.) ‘55—$7.5 
BOTANY MILLS (NA) (NA) (d)9.26 (d)12.59 6- 2 3 
? W.C. (mil.) ‘54—$ 5.1 
W.C. (mil.) ‘55—$(d) .3 
4 mete lh li li ew eee 
BURLINGTON IND. 132.4 161.5 3.4 3 54 03 94 1.£3 802 1.00 21-13 13 76 
W.C. (mil.) ‘54—$168.9 
W.C. (mil.) ‘55—$206.0 
CANNON MILLS (NA) (NA) (NA) (NA) (NA) (NA) 4.39 4.85 3.00 3.00 59-51 51 5.8 
W.C. (mil.) ‘54—$84.4 
W.C. (mil.) ‘55—$86.9 
CELANESE CORP. 45.8 48.4 8.5 7.1 47 39 32 1.82 .50 50 26-15 °8 3.3 
W.C, (mil.) ‘54—$78.4 
W.C. (mil.) ‘55—$82.7 
eople CHADBOURN GOTHAM . (NA) 57 2.2 0 58 63 
Nip- W.C. (mil.) ‘54—$2.9 
Fash W.C. (mil.) ‘55—$3.0 
their CLUETT PEABODY 7.2 25.4 45 45 .85 1.27 3.25 4.09 2.50 2.50 50-39 43 5.8 
estic W.C. (mil.) ‘54—$37.7 
y os W.C. (mil.) ‘55—$43.8 
ntrol CONE MILLS 38.2 413 23 3.3 24 39 82 1.35 80 80 24-14 5 5.3 
isin W.C. (mil.) ‘54—$51.4 
sung W.C. (mil.) ‘55—$52.4 
CONSOL. TEXTILE (NA) (NA) (d) 02 (d) .03 (d) .37 .02 .10 1l- 7 7 
W.C. (mil.) ‘54—$6.6 
W.C. (mil.) ‘55—$4.2 
rity” DUPLAN CORP. 77 42 1.6 (d)15.2 35 (d)34 35 (d) .34 10 12-8 8 
4 * W.C. (mil.) ‘54—$8.2 . 
Me: W.C. (mil.) ‘55—$7.0 
lars INDUSTRIAL RAYON 22.2 19.9 12.3 13.0 1.48 1.40 4.01 5.77 3.00 3.00 58-42 43 69 
95. 4 W.C. (mil.) ‘54—$34.4 
] - W.C. (mil.) ‘55—$40.0 
ea —— —____—— . $$ $$$ ______—_. 
llion KAYSER (J.) & CO. 13.2 1832 20 16 42 38 (d) .94 (d) 53 25 1.00 2417 18 55 
eee W.C. (mil.) ‘54—$11.1 
— W.C. (mil.) ‘55—$16.4 
“ont LEES (JAS.) & SONS 16.7 19.5 4.0 4.6 78 1.08 3.31 4.05 2.00 2.00 34-28 31 6.4 
k . W.C. (mil.) ‘54—$19.6 
on W.C. (mil.) ‘55—$24.5 
0 ra — $$$ $$$ _ 
1etic LOWENSTEIN (M.) 87.0 1308 2.7 2.0 87 91 2.50 3.80 1.25 1.502 31-22 22 68 
h W.C. (mil.) ‘54—$ 63.4 
Nan W.C. (mil.) ‘55—$107.1 
over + —_—_ -- —_— —— . 
lion PEPPERELL MFG. CO. (NA) (NA) (NA) (NA) 4.91 3.88 3.75 3.75 71-53 54 6.9 
W.C. (mil.) ‘54—$26.1 
88.5 W.C. (mil.) ‘55—$25.9 
$28 POWDRELL & ALEX. 1.8 9 (d)66 17.0 (d) .20 26 (d)3.61 26 9-7 ~ 
C W.C. (mil.) ‘54—$3.8 
ket’ W.C. (mil.) ‘55—$2.4 
ket, eS —_—$————— — sia _— 
lion RAYONIER, INC. 34.0 35.4 10.8 10.4 65 70 2.05 2.87 1.08 1.40 42-23 35 4.0 
3 W.C. (mil.) ‘54—$49.0 
. W.C. (mil.) ‘55—$46.3 re 7 
(W.C.)—Net working capital. 1—4th quarter, March 31 year. 
(N.A.)—Not available. 2—Plus stock. 
ous (d)—Deficit. 
the 
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price structure of the American apparel and textile 
business. Textile products (if not textile stocks) are 
on the bargain counter with a vengeance. It is an 
often overlooked fact that textile products now are 
down something like 5% from the years immediately 
preceding the Korean conflict. This is in sharp con- 
trast with the trend in such commodities as rubber 
products, up a whopping 48%; metals and metal 
products, up 45%, and paper and pulp, up 25%. 


Mortality Toll High 


At the same time, the textile people have been 
confronted with wage demands much after the 
fashion of their more affluent brethren in automo- 
tive, steel and other industries. The increase in the 
minimum wage decreed by Congress this year, rais- 
ing the hourly pay rate to $1 from 75 cents, hit 
hardest at the already staggering textile industry. 

Nor have the textile people escaped the mounting 
costs of materials (machinery pieces rose 33% in 
the years when textile products were dropping 5%) 
and higher shipping costs. 

An inevitable consequence of the thin profit mar- 
gins, even in the best of times, and the severe losses 
in the periods of famine has been the decline in the 
number of entities. In 1947, there were some 6,200 
textile manufacturers. By 1952, some 700 had dis- 
appeared from the scene and many more have gone 
in the years since. In the past two years alone, 
nearly 200 textile mills have closed up shop, idling 
more than 55,000 workers. 


Relief Through Diversity 


The ups and downs of the textile industry have 
led many companies to consolidate, spin off and 
diversify in a series of efforts to strengthen their 
position. A prime example is provided by Textron. 
Royal Little, chairman of the company which has 
been moving away from the textile field, has said: 
“We will not expand our business merely for the 
sake of increasing sales volume.” 

Textron, of course, is expanding, but not in the 
field with which it always has been associated. A 
worsted mill at Raeford, N. C., and a finishing plant 
at Clarksville, Va., have been sold to Burlington 
Industries, giant of the textile industry. Textron, 
in February of 1955, took over American Woolen 
Co. and Robbins Mills. The 1955 earnings of Textron, 
totaling $9,497,000, should be viewed in the light 
of the nearly $19 aggregate losses in 1954 by Ameri- 
can Woolen and Robbins, before a $7 million provi- 
sion for loss on disposal] of certain mill properties. 

Textron has been busy the past year, expanding 
and diversifying while planning a spinoff of its tex- 
tile subsidiary, Amerotron Corp. Following is a 
lineup of companies acquired during the year—all 
remote from textiles: 

April 5, 1955: 100% of the stock of Ryan Indus- 
tries, a Detroit company which does high-priority, 
classified defense work. 

July 9, 1955: All of the outstanding shares of 
Homelite Corp. were acquired on a part cash and 
part contingent installment purchase plan. Homelite 
produces gasoline engine-driven chain saws, genera- 
tors and pumps. 

September 30, 1955: Textron took over Coquille 
Plywood, Inc., a low-cost producer of quality Douglas 
fir plywood. 
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September 30, 1955: Purchased all the stock of 
Camcar Screw & Manufacturing Corp., maker of 
small metal fasteners. 

October 13, 1955: Purchased all of the outstanding 
stock of Kordite Corp., a producer of plastic items. 

April 2, 1956: Purchased all of the stock of Genera] 
Cement Manufacturing Co. The company manufac- 
tures and distributes radio, television and electronic 
parts and tools, liquid cements and certain chemicals, 

April 2, 1956: Acquired all of the stock of Benada 
Aluminum Products Co., maker of aluminum ex- 
truded products. 


And Still Acquiring 


Textron hasn’t stopped there either. It has ac- 
quired a passenger ship interest and last month 
bought 27.3% of the outstanding common stock of 
Fanner Manufacturing Co., Cleveland metal prod- 
ucts manufacturer. 

Textron has set as goals for 1956 sales of $300 
million and net operating profits of $22.5 million 
($7.5 million from textiles and $15 million from 
non-textiles). The company anticipates that textile 
operations will do no better than break even in 1956, 
hence the non-textile divisions of this polyglot com- 
pany will have to earn $22.5 million if the profits 
goal is to be achieved. Can it? 

Burlington Industries is the leader of the textile 
field, at least 50% larger than its closest competitor 
in volume. This is not the United States Steel or 
General Motors type of leadership, for big Burling- 
ton accounts for only 3% or 4% of the industry’s 
total business. While Burlington does not take nearly 
so dim a view of the industry as Textron’s Royal 
Little, Jackson E. Spears, vice-president of Burling- 
ton, has said: “One claim our industry has to fame 
is that we are the only major industry in the country 
able to operate pretty much at capacity and still 
barely break even.” 

While Burlington has not expanded, in the words 
of Mr. Little, just to increase sales volume, it is a 
fact that net sales in the latest fiscal year were at a 
record $515 million, but net was only $16.4 million. 
While this was roughly double the net-profit show- 
ing of 1954, Burlington, on sales of only $288 million 
in 1948, reaped a net of $36 million. 

Burlington acquisitions, in addition to the Tex- 
tron textile properties hitherto cited, include Galey 
& Lord-Cramerton (cottons), May-McEwen-Kaiser 
(hosiery), Peerless (woolens and worsteds), Pacific 
Mills (woolens, worsteds, rayons and _ cottons) 
Goodall-Sanford (plastic and blended fabrics), 
Mooresville Mills (cottons) and’ Ely & Walker 
(cottons). 


A Policy of Decentralization 


This largest producer of fabrics and other textile 
products manufactured from man-made yarns oper- 
ates nearly 100 plants in this country, giving em- 
ployment to more than 45,000 persons. Burlington, 
wisely, is pursuing a policy of decentralization, for 
in this industry a good little company can beat a 
gomi big company, provided both turn out the same 
type of fabric. The giant’s sole advantage is ability 
to diversify into several kinds of fabrics—which 
means it must operate as a collection of smaller 
firms. (Please turn to page 488) 
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Position of qonting Textile Companies (Continued ) 

















































Ist Quprter Full Year: 
Net Sales Net Profit} Margin Dividend Per Share Price Indicated 
1955 1956 1955 1956 Net Per Share Earned Per Share Indicated Range Recent Div. 

——Millions) ~ } % 1955 1956 1954 1955 1955 1956 1955-56 Price Yield 
REEVES BROS., INC. ..... $ 13.6 $ 16.5 1% 2.8% $ .02 $ 41 $1.01 $ .10 $1.00 $1.00 18-13 12 8.3% 
W.C. (mil.) ‘54—$14.3 
W.C. (mil.) ‘55—$11.9 
STEVENS (J. P.)& CO... 77.1 86.9 2.9 2.0" 58 45 90 2.15 1.25 1.50 29-22 22 6.8 
W.C. (mil.) ‘54—$111.6 
W.C. (mil.) ‘55—$115.6 
TEXTROM, WNC. ............ 33.1 50.3 5.0 3.9 47 55 (d)8.74 1.49 60 1.60 29-12 23 2.46 
W.C. (mil.) ‘55—$20.2 
W.C. (mil.) ‘55—$44.0 ‘ 
UNITED MER. & MFG. ...... (NA) (NA) 84 70 1.74 2.90 1.102 1.00 23-16 16 6.2 
W.C. (mil,) ‘54—$77.5 
W.C. (mil.) ‘55+$85.2 
VAN RAALTE CO. 7.3 8.0 65 5.8 98 95 3.39 3.46 2.60 2.152 39-27 27 79 
W.C. (mil.) ‘54—$8.9 
W.C. (mil.) ‘55—$8.5 
WYANDOTTE WSTD. ..... (NA) (NA) (d) .16 05 13 59 .20 40 12- 7 7 5.7 


W.C. (mil.) ‘54—$5.5 
W.C. (mil.) ‘55—$5.9 





(W.C.)—Net working capital. 
(N.A.)—Not available. 
(d)—Deficit. 


*—Plus stock. 


1—4th quarter, March 31 year. 





American Viscose: This leading producer of synthetics is not expected to 
fare as well in current quarter as in first period. Import competition 
hurting and shipments of rayon tire yarn to automotive industry 
are lower. 


Beaunit Mills: Latest fiscal year of this leader in tire yarn field was 
marked by record volume and doubling of profit from previovs year. 
Plants are modern, well equipped. No plans for capital expenditures in 
excess of the annual depreciation of about $6 million. C 


Belding Heminway: Liberal dividend seems safe for this old thread 
manufacturer which has paid some dividend in each year since 1934. C 


Botany Mills: Acquisition of clothing-store chain and other diversification 
should end chronic “red ink’’ showing. Long-time producer of woolen 
and worsted fabrics probably has seen the worst. 


Burlington Industries: While sales continue to soar, net-profit margin 
is lean for this leader of the industry. Yield is liberal, with indications 
that improved business will support present payout. B 


Cannon Mills: Quarterly dividend of 75 cents paid by this leading cotton 
textile manufacturer appears safe. Has record of paying some dividend 
in each year since 1890. B 


Celanese Corp. of America: Financial statements do not reflect all its 
progress. Development expenditures for new products are absorbed in 
current operating costs. Present dividend rate not likely to be dis- 
turbed soon. C 


Cluett, Peabody: Maintained profit margin and higher volume point to 
continuance of the $2.50 annual payout. 


Cone Mills: This cotton-goods producer is faring better after business 
adversities that caused two cuts in dividend rate in 1954. C 


Consolidated Textile: A dividend of 10 cents was paid at the close of 
1955 as business improved. It was first disbursement since end of 1953. 
Prior dividend record fair. D 


Duplan Corp.: This company, which twists nylon yarn and is a weaver, 
has paid some dividend in each year since 1908. Recent sharp losses place 
this record in jeopardy. Company reorganizing to meet changed require- 
ments of remaining operations. D 


Industrial Rayon: Rise of 45% in net and new high in sales, attained 
last year, will not be duplicated in 1956. Auto industry important 
customer for its rayon-tire cord division. Dividend payout is on 
moderate side. B 


Kayser (Julius) & Co.: Sharp improvement shown by this manufacturer 
of lingerie, hosiery, gloves, swimwear and related items. New manage- 
ment and new acquisitions have helped this 77-year-old producer. C 


lees (James) & Sons: All-round improvement achieved wnder difficult 
conditi Maint e of dividend is anticipated. 





Lowenstein (M.) & Sons: This top-grade textile manufacturer has a far- 
better-than-average record for the industry. Earnings record continues 
good, but profit margin is depressed. B 


Pepperell Manufactoring Co.: This leadin 
has a record of paying some dividend in eac 


cotton-goods manufacturer 
year since 1852. B 


Powdrell & Alexander: Lower volume due, in large measure, to cessation 
of operation of a finishing plant. Record is poor. D 


Rayonier, Inc.: Control of Alaska Pine & Cellulose gives company a new 
look, promising an important share in Canadian growth. Aggressive in 
research, company should benefit from increasing demand for cellulose 
and rayon. 


Reeves Brothers, Inc.: Considerable improvement now being shown after 
a lean year. Several plants had to undergo complete changeovers, pro- 
ducing losses. D 


Stevens (J. P.) & Co., Inc.: Endowed with strong finances and well 
diversified textile products. Sales uptrend not accompanied by strides in 
net and profit margin. C 


Textron: Diversification into non-textile lines is proceeding so rapidly 
that company no longer looks to its traditional business for profits. 
Nature of new businesses mokes this a “‘polyglot.’’ C 


United Merchants & Manufacturers: Retail chain continues to grow. 
Outlook for this topnotch integrated manufacturer is for continued high 
volume, but competition is keen with resultant impact on profits. C 


Van Raalte Co.: Spring orders booked for this leading maker of gloves 
and lingerie indicate good sales volume for year. Profit margins strained 
by increasing labor costs and keen price competition. B 


Wyandotte Worsted: Resumed dividends last year after two-year lapse. 
Faced with problem of competition from low-labor-cost lands and hopeful 
of protective tariff aid. D 





RATING: B—Good-grade. 
C—Speculative but improving. 
D—Unattractive. 
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Department Stores— 
Chains—Mail Order 





BATTLE FOR SALES 


By VERNON SAVAGE 


Like all other nabobs of trade, the merchant 
princes have their problems, too — including those 
with which they have learned to live. That they have 
attained a large measure of success, handicaps not- 
withstanding, is attested by the record: Of 25 mail- 
order, variety, general-merchandise and apparel 
retailers, chosen at random, all but three recorded 
gains in their sales for the first five months of this 
year, compared with the like months of 1955. 

Gains ranged from 1% to more than 13%. The 
mail-order group averaged an 8.2% improvement, 
variety stores showed a 4% advance, general mer- 
chandise 7.8% and apparel 6%. The trio of laggards 
was in the variety group, where the sharpest loss 
was but 2.7%. 


Living With Problems 


The foregoing comparisons are made with 1955, 
of course, a banner year for American retailers. The 
nation’s department stores last year sold almost $11 
billion worth of merchandise, a rise of $600 million 
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from 1954. Much of the gain reflected expansion 
programs undertaken during the past few years. 

Merchant princes long since have given up the 
idea that the pesky discount houses were a passing 
phenomenon. These one-time “hole in the wall” op- 
erations have blossomed into large, well-situated and 
well-stocked establishments, many of which do a 
multi-million-dollar annual business. A typical suc- 
cess story in the discount-house field is E. J. Kor- 
vette, Inc., operating a chain of stores in New York 
City and environs. As recently as 1950, volume was 
a respectable $2 million. It has risen about twenty- 
fold in the intervening years. 

Few merchant princes today remain dedicated to 
the idea of Fair Trade as a major weapon in their 
struggle with discount houses. They now are fighting 
fire with fire. The gradual return to old-fashioned 
competitive price-cutting has reduced profit margins 
in many segments of the store, but it has meant in- 
creased volume and a return to the store of many 
customers who had turned to the discount houses in 
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Statistics on Merchandising Stocks 














ALLIED STORES $120.6 $128.8 1.1% 17% $ 4? 
W.C. (mil.) ‘54—$130.5 as 
W.C. (mil.) ‘55—$.49.4 





— Ist Quarter — — —Full Yeor—-———_____ 
Net Sales Net Profit Margin Net Per Share Earned Per Share Dividend Per Share Price Indicated 
1955 1956 1955 1956 1955 1956 1994 1955 Indcated Range Recent Div. 
—— (Millions) % % 1955 1956 1955-56 Price Yield 


$ 48 $5.50 $4.96 $3.00 $3.00 63-48 49 6.1% 











ASS. DRY GOODS *. 38.0 49.1 2.1 1.8 48 
W.C. (mil.) ‘54—$32.0 
W.C. (mil.) ‘55—$45.4 


BEST & co. 9.5 10.0 a 5.2 zs 5.2 . 82 
W.C. (mil.) ‘54—$12.9 
W.C. (mil.) ‘55—$12.8 


FEDERATED DEPT. STORES 113.4 Z 119.2 3.3 3.4 53 
W.C. (mil.) ‘54—$95.9 
W.C. (mil.) ‘55—$110.2 


GIMBEL BROS. = 69.5 76.9 7 11 .20 
W.C. (mil.) ‘54—$66.6 
W.C. (mil.) ‘55—$70.3 


GRANT, W. T. 56.8 63.9 _ - n.a. 
W.C. (mil.) ‘54—$49.2 
W.C. (mil.) ‘55—$59.9 


GREEN, H. L. 23.4 23.3 
W.C. (mil.) ‘54—$18.6 
W.C. (mil.) ‘S5—$18.9 


KRESGE, S. S. ‘ 64.1 74.5 - - n.a. 
W.C. (mil.) ‘54—$54.4 
W.C. (mil.) ‘55—$72.2 























50 3.05 3.48 1.70 1.80 . 37-29 31 5.8 
88 2.73 3.00 2.00 2.00 35-30 32 6.2 
51 2.63 3.07 1.37 1.60 38-26 33 48 
37 2.34 “3.16 1.00 1.40 29-29 24 5.9 
as. 3.35 % 3.71 1.80 2.00 45-35 40 5.0 


2.0 2.99 3.06 2.25 2.25 34-29 30 7.5 | 


n.a. 2.24 2.52 1.60 1.60 32-27 28 5.7 





KRESS, S. H. cccee SO 35.0 _ - n.a. 
W.C. (mil.) ‘54—$33.9 
W.C, ‘mil.) ‘55—$30.2 


n.a. 3.51 3.81 3.00 3.00 55-47 48 6.2 





LANE BRYANT . -. 163 16.5 3.3 2.8 75 
W.C. (mil.) ‘54—$10.0 
W.C. (mil.) ‘55—$10.9 


60 1.86 2.47 1.00 1.20 18-16 17 7.0 














n.a.—Not available. 2—Plus stock. 








Allied Stores: This leader of the department-store field has excellent a 
graphic distribution. Company in midst of major expansion. Has excellent 
dividend record and provides liberal yield. B2* 


Associated Dry Goods: Has shown substantial improvement in sales and net. 
Sale of real estate on New York's Fifth Avenue, expected soon, should result 
in net profit of about $2 million. C 


Best & Co.: Stores feature quality and style in women’s and children’s 
apparel. Registered small gain in net and sales in latest quarter. Reversal 
of downtrend has provided better dividend cover. C 


Federated Department Stores: Past record is excellent and ee pros- 
pects appear favorable. Major stores long Y ne and branches ore 


M. + 


in growing areas. 9 t is top 





Gimbel Brothers: Has 15 major units, including 11 high-fashion stores. 
Major stake is in New York. Profits rebound has been followed by rise 
in dividend rate. 


MACY, R. H. a |. 87.1! 7 5 .221 12!) 2.14 2.64 1.60 2.00 35-26 29 6.8 
W.C. (mil.) ‘54—$58. 

W.C. (mil.) ‘55—$66.8 

W.C.—Working Capital. 1—3rd fiscal quarter ended April 30. 3—4 months April 30. 


ee -— —— 





Grant (W. T.): This third largest of the variety chains sells lower-priced 
staple merchandise. Finances are strong and expansion sizable. 


Green (H. L.): Variety store chain includes junior department stores. Fair 
de 7 of earnings stability and moderate growth. Offers unusually high 
yield. 


Kresge (S$. S$.) Second largest variety chain, characterized by earnings 
stability. Any appreciable improvement in earnings should lead to restora- 
tion of the 50-cent quarterly dividend which prevailed until 1954. C 








Kress (S. H.): Fourth largest variety chain, has increased number of units. 
Stability of profits lends assurance to continuance of the $3.00 dividend. B 


Lane Bryant: Specialty stores in highly competitive women’s apparel field. 
Stock is speculative with resulting high yield. D 


Macy (R. H.): The dividend rise cotangent @ year ago has materiolized, 
but earnings outlook has been dimmed by latest wage agreements. Costly 
branch-store program is largest in company’s history. C 











Nn 





recent years for “bargains.” 

Yet another problem bedeviling old-line merchan- 
disers is a revival of the practice of doing business 
on Sundays. This merchandising “wrinkle” has 
grown up with the development of the store on the 
suburban highway. The big stores are keenly aware 
of the business lost to them through “Sunday sales.” 
They can only hope that state and community “blue 
laws” will curb this practice. Since the stakes are 
large, the Sunday operators may be counted on to 
fight deterrent legislation and to go into courts to 
test the validity of such laws. 
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Consumer Debt A Problem 


Stores also must live with such problems as record 
consumer debt, which has made many of their cus- 
tomers wary about additional on-the-cuff buying, 
and the rising minimum wage level. With the Fed- 
eral minimum wage rising this year to $1 hourly, it 
is difficult for stores to attract competent personnel 
at anything below that figure. Indeed, adequate sales 
personnel is not easily come by at even higher levels, 
hence the rising trend to self-service merchandising. 

Recrudescence of trading stamps, which were used 
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Statistics on Merchandising Stocks (Continued ) 














W.C. (mil.) ‘54—$69.9 
W.C. (mil.) ‘55—$70.0 


_ Ist Quarter Full Year 
Net Sales Net Profit Margin Net Per Share Earned Per Share Dividend Per Share Price Indicated 
1955 1956 1955 1956 1955 1956 1954 1955 Indcated Range Recent Div. 
——(Millions) % % 1955 1956 1955-56 Price Yield 
MARSHALL FIELD & CO.. $ 41.3 $ 43.9 2.3% 27% $ 42 $ 53 $3.01 $3.49 $2.00 $2.25 38-32 35 6.4% 





MAY DEP’T. STORES 
W.C. (mil.) ‘54—$104.5 
W.C, (mil.) ‘55—$112.4 


99.5 108.7 2.2 2.2 34 


36 862.68 3.09 1.90 2.20 48-33 39 5.6 





McCRORY STORES .......... 29.3% 30.44 — - n.a. 
W.C. (mil.) ‘54—$13.4 
W.C. (mil.) ‘55—$15.7 


n.a. 1.25 1.35 1.00 1.00 16-14 14 7.1 





McLELLAN STORES .......... 12.0 12.6 - - n.a. 
W.C. (mil.) ‘54—$8.4 
W.C. (mil.) ‘55—$8.7 


n.a. 2.13 2.02 1.80 1.60% 29-20 21 7.6 





W.C. (mil.) ‘54—$607.9 
W.C. (mil.) ‘55—$512.5 


MONTGOMERY WARD .... 200.3 222.0 2.5 2.2 74 


72 2.60 2.62 2.37 2.62 53-36 41 6.3 





MURPHY, G. C. eee ae 51.1% 52.89 — - n.a. 
W.C. (mil.) ‘54—$39.9 


W.C. (mil.) ‘55—$33.1 


n.a. 3.28 3.98 2.12 2.12 47-40 42 5.0 





NEISNER BROS. =, an 
W.C. (mil.) ‘54—$7.6 
W.C. (mil.) ‘55—$10.7 


n.a. 1.69 2.00 1.00 1.00 17-15 15 6.6 





NEWBERRY, J. J. ‘ 33.3 37.2 - - n.a. 
W.C. (mil.) ‘54—$32.6 


n.a. 2.96 3.59 2.00 2.00 37-33 35 5.7 





W.C. (mil.) ‘55—$34.2 


PENNEY, J.C. .................. 208.7 
W.C. (mil.) ‘54—$176.1 
W.C. (mil.) ‘55—$182.5 


246.1 _ = n.a. 


n.a. 5.30 5.60 3.95 4.25 106-85 95 45 





W.C. (mil.) ‘54—$857.7 
W.C. (mil.) ‘55—$938.6 


SEARS, ROEBUCK ......... 763.6 720.8 3.6 3.6 36 


38 1.94 2.15 1.002 1.15 40-24 30 3.8 





WOOLWORTH, F.W....... 147.8 166.0 - _ n.a. 
W.C. (mil.) ‘54—$141.3 


W.C. (mil.) ‘55—$131.2 


n.a. 2.92 3.52 2.50 2.50 52-45 45 5.5 





W.C.—Working Capital. 


n.a.—Not available. 2—Plus stock. 


1—3rd fiscal quarter ended April 30. 


3—4 months April 30. 





Marshall Field: Improved trend in sales, net and profit margins has been 
attained by this company, which gets bulk of volume from main Chicago 
store. Added branches should help. Finances bolstered by sale of textile 
division. C 

May Department Stores: This third largest of the department-store chains 
has an above-average record. New stores should contribute to uptrend 
in earnings. B2* 

McCrory Stores: Earnings have shown relative stability. Growth prospects 
fair. New and enlarged stores may help earnings picture. Dividend gen- 
erous. C 

McLellan Stores: This speculative issue among variety stores has reversed 
the declining sales trend. At least four new stores will be opened in 1956 
and further progress is promised in modernization of existing units. Divi- 
dend cut last year and cover on present rate is thin. D 


Montgomery Ward: Change from ultra-conservative policy that charac- 
terized previous management augurs well for this topnotch company. End 
of struggle for control of company should give new management better 
chance to improve competitive position. Finances strong. B 

Murphy (G. C.): Variety chain with record of growth offers liberal yield. 
Has about 30 sites under construction, lease or option. Retirement of pre- 
ferred required $9.5 million of accumulated funds. C 














in the 19th Century and by department stores at 
that, promises more woe for retailers. Department 
stores are filled with misgivings over their rebirth. 
Consumers have taken up the fad in a big way. 
Families are saving them regularly in order to trade 
them in for merchandise. 

One worried retailer has suggested that they be 
traded in for United States savings bonds. He is 
disturbed, of course, that many of his customers will 
save stamps to get toasters and gift items instead 
of coming into his store. 
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Neisner Brothers: Engaged in major program of new units, largely in shop- 
ping centers and featuring self-service. Sales and profits uptrend should 
be continued this year. 


Newberry (J. J.): Outstanding record of growth in the variety field. Aver- 
age sales per store on the rise. Investment in expansion confined to store 
fixtures and merchandise. B 


yon | (J. C.): One of the great merchandising chains of the country, its 
rowth has been outstanding. Growth prospects remain bright. Candidate 
or stock split. A2* 

Sears, Roebuck: This is the world’s largest retailer of general merchandise. 


Postwar growth has been phenomenal, with annual volume since 1947 
having doubled. A2* 


Woolworth (F. W.): Largest of the variety stores, it is enjoying the benefits 
of a major building program and retailing innovations. 

















SP sen yee ae market potentials; 2—For long-term growth. 
*—Most attractive group at present prices. 





RATING: A—High-grade Investment Quality. B—Good-grade. 
C—Speculative but improving. D—Unattractive. 








Problem That Is Insoluble 


From the foregoing, it must be obvious that mer- 
chandisers must cope with a multitude of problems 
to keep abreast of changing times. Actually, they 
have, in many instances, thrived on the seemingly 
adverse, as in the case of the trend to Suburbia, 
which they met (and are still meeting) by opening 
branch stores in outlying communities. 

Still, there are problems in this business that defy 
solution—notably the (Please turn to page 496) 
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By Labor 


Companies 
Least Affected 





Problems 


by JOHN T. WARD 


Every year, since 1940, the national aver- 
age of wage rates has gone up. For the company 
that was able to raise its prices sufficiently to offset 
this rise in labor costs, the effect on its earnings 
was not adverse. The steady rise in labor costs 
also stimulated efforts to mechanize operations and 
reduce the labor content per dollar of sales, to ease 
the profit squeeze. 

Through these two methods—price relief and 
mechanization—industry has sought to minimize 
the labor-cost squeeze. But in most industries, labor 
costs haye risen more rapidly than prices, despite 
increased mechanization. Only through a larger 
volume of business, and the resultant improvement 
in earnings, has industry, in general, been able to 
show better profits. There are exceptions to this 
situation, of course; in some industries, such as 
steel, price rises in recent years, coupled with 
mechanization, have more than offset labor-cost 
rises. But in most mass-production industries, such 
as machinery and appliances, the years since 1950 
or 1951 have brought a steady decline in profits per 
dollar of sales. Labor-cost absorption, to a greater 
or lesser degree, has been the rule, because compe- 
tition has been so keen that it has ruled out full 
price relief. 


1956 





Another round of labor cost rises is now shaping 
up in industry. Already, many industries have 
placed in effect wage rises or improvements in 
fringe benefits. The auto industry, for example, on 
June 1 raised wages 6 cents an hour, under the 
annual “improvement” factor and, in addition, 
granted a l-cent rise under the cost-of-living esca- 
lator clause. 


Wage Rises, Granted and Due 


Large wage rises have been granted in cement, 
petroleum, textiles, aircraft manufacturing and 
many other lines. Rises also are assured in rubber, 
steel, non-ferrous metals, mining and manufactur- 
ing, and other basic industries. The labor-cost rises 
for 1956 will range between 6 and 18 cents an hour, 
not counting new fringe benefits such as supple- 
mental employment benefits, improved pensions and 
insurance, additional holidays or longer vacations. 

To meet this increased labor-cost bill, industry 
again is planning price rises and more mechaniza- 
tion of plants. But in some lines, competition is 
blazing fiercely and price rises, if there are any at 
all, will be inadequate. Investments in new plants 
and equipment are being carried forward, however, 
at a record-breaking pace. These not only will pro- 
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vide additional capacity, but in virtually every case 
they also mean that the amount of labor required to 
produce a given unit of output will be reduced. 


Coping With Labor Costs 


Some industries, by their nature, lend themselves 
to more complete mechanization than others. A case 
in point is the petroleum industry. The Texas Co. 
reported that last year its labor costs, per dollar 
of sales, amounted to only 12.99 cents—a ratio far 
below that in other industries. At the same time, 
Texas is pushing an enormous capital investment 
program that is certain to keep the labor-cost con- 
tent of the company’s product at or below present 
levels. Since World War II, Texas has invested 
nearly $2 billion in additional properties, plants and 
equipment. As long as these facilities are fully en- 
gaged, economies effected through mechanization 
are reflected quickly in earnings. 

The steel industry has, during recent years, made 
excellent progress in reducing labor costs per dollar 
of sales, in spite of a steady sharp rise in wage 
rates and in benefits granted to workers. Last year, 
the steel labor cost, per dollar of sales, was 33.6%. 
In 1946, 10 years ago, labor costs in steel were over 
40 cents per dollar of sales, on the average, although 
some efficient producers showed a lower ratio of 
such costs. 

Labor costs per dollar of sales of National Steel 
last year were only 26 cents, against 31 cents in 1946. 

The average labor cost, per dollar of sales for the 
entire steel industry in prewar years, was somewhere 
between 36 and 38 cents. Hence steel has made sub- 
stantial progress, through new investments, as well 
as through improved technology, in getting control 
of its labor costs. It has invested over $5 billion in 
new plants since 1946, and currently has under way 
another multi-billion dollar program. In part, this 
program has reflected the high cost of replacing 
obsolete plants. 

During the next three years, the steel industry 
will be investing over $1 billion a year in new plants 
and equipment, This should help to keep labor-cost 
rises under control in future years provided the 
industry can avoid costly strikes. An effort is being 
made this year to achieve a long-term contract with 
the United Steel Workers, which, if successful, 
would greatly improve the outlook for holding labor 
costs down, per dollar éf sales. Hence such compa- 
nies as U. S. Steel, Bethlehem, Armco and Republic 
seem assured of good earnings. 

The technology of steelmaking is changing. 
Through the use of oxygen in the open hearth, and 
through improved blast-furnace techniques, the steel 
industry has improved its efficiency greatly. Last 
year, total employment was 657,000, only 14% above 
the total for 1946; yet steel capacity at January 1, 
1956 was 128.3 millions tons of ingots, or 40% more 
than on January 1, 1946. Continued progress in 
mechanization seems assured, for the industry is 
carrying on the most active research and develop- 
ment program in its history. 


Cement Fares Well 


Cement is another industry which is controlling 
its labor costs well, Labor costs last year comprised 
(Please turn to page 499) 


28% of the average 
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Comparative Labor Costs 














1955, Labor 
Amount Cost as 
Net of Wages % of 
Sales & Salaries 1955 
ontieia (Millions)_ a aan 
Baking: Average— 26% 
Continental Baking $ 244.0 $ 88.0 36 
General Mills 513.6 67.9 W 
National Biscuit 389.6 130.3 33 
Chemicals: Average— 24% 
Allied Chemical .... 628.5 152.4 24 
Commercial Solvents ........ 56.6 10.5 19 
Dow Chemical 470.7 129.0 27 
Hercules Powder .................... 194.7 57.4 29 
Containers: Average— 26% 
American Can : 714.7 183.2 25 
Continental Can .................... 666.3 179.0 27 
Drugs: Average— 26% 
Abbott Laboratories 91.7 n.a. 291 
Parke, Davis & Co. ............... 123.1 40.0 32 
Schering 45.9 8.4 18 
Food Products: Average— 15% 
General Foods 824.8 100.4 12 
National Dairy 1,260.2 221.8 17 
Penick & Ford 52.5 8.8 16 
Meat Packers: Average— 13% 
Armour & Co. 1,967.7 277.4 14 
Swift & Co. 2,404.1 n.a. 14 
Wilson & Co. 650.5 87.6 13 
Paper & Pulp Products: Average— 24% 
Container Corp. of Amer. 215.5 43.7 20 
Crown Zellerbach 414.0 109.3 28 
Rayonier 142.5 36.6 25 
Scott Paper 246.6 n.a. 25 
Petroleum: Average— 13% 
Gulf Oil 1,913.5 230.8 12 
Sinclair Oil 1,110.0 139.5 12 
Skelly Oil 231.6 24.9 1 
S. O. of Indiana 1,781.3 n.a. 15 
Sun Oil 660.2 118.6 18 
Texas Co. 1,767.2 245.6 14 
Retail Trade: Average— 14% 
Grant (W. T.) Co. 351.8 63.3 18 
Montgomery Ward & Co. 887.3 151.1 17 
Safeway Stores 1,932.2 n.a. 8 
n.a.—Not available. 
11954. 
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Research and development projects are prominent 
in the latest permits issued by the Government for 
rapid amortization for tax purposes, covering de- 
fense-needed facilities. Companies getting such per- 
mits include: Douglas Aircraft Co., Inc., 80% of 
$8,170,000; General Dynamics Corp. Convair divi- 
sion, 65% to 80% of $5,313,184; Bendix Aviation 
Corp. Research Laboratories division, 40% on $2 
million. Covering all categories, the largest single 
writeoff granted by the Office of Defense Mobiliza- 
tion was for 55% of the $38,816,605 of diesel locomo- 
tives for Southern Pacific Co. Next largest went to 
Illinois Power Co., which received a 45% writeoff on 
$15,319,500 for electric power generating facilities. 


New York Telephone Co. reported May gross of 
$67,961,000 and net profit of $5,693,000, compared 
with $62,049,000 and $5,843,000 in May of 1955. For 
the first five months of 1956, gross totaled $335,- 
305,000 and net was $31,590,000, against $304,- 
796,000 and $28,897,000 in the like 1955 period. 


A special meeting of shareholders of Dan River 
Mills, Ine. will be held on August 6 to act on the 
proposal to acquire Iselin-Jefferson Co., Ine. and 
Alabama Mills through an exchange of stock. Notice 
of the meeting, to be held at Danville, Va., and a 
proxy statement describing the proposal in detail 
are slated to be mailed to Dan River shareholders 
presently. At that time a complete statement of the 
arrangements for the acquisition will be made. 


Merger of Burroughs Corp. and Electrodata Corp. 
of Pasadena, Calif., became effective on July 1. Ata 
special] meeting in June the shareholders of Bur- 
roughs waived pre-emptive rights to 56,290 shares 
of Burroughs. These shares were exchanged for 
Electrodata stock on a basis of one Burroughs share 
for each two Electrodata. Electrodata stockholders 
approved the merger on May 21. 


Armco Corp. shareholders will receive the usual 
quarterly dividend of 60 cents on the common Sep- 
tember 7, record August 9. The earlier-than-usual 
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Keeping abreast of 
Corporate Developments 
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declaration was due to the fact that directors do 
not plan to meet this month which, in the past, has 
been the normal month for dividend action for the 
third quarter. 


Sales of First National Stores, Inc., for the June 
quarter (first of current fiscal year), are ahead of 
last year and the company views the balance of the 
year with optimism. For the quarter ended July 2, 
1955, the company earned $1,918,000, or $1.17 per 
share. Sales are reported only on an annual basis 
and for year ended March 31, 1956, totaled $491,- 
668,000, largest in its history. For the current fiscal 
year, capital expenditures are expected to approxi- 
mate the $10,130,000 spent last year. During the 
current year the company will open 25 new super- 
markets. - 


Utah Power & Light Co. reports for the 12 months 
to May 31 gross of $39,769,000 and net profit of 
$7,447,000, equal to $3.35 a share on the 2,220,000 
shares of capital stock outstanding. This compares 
with gross of $33,698,000 in the 12 months to May 
31, 1955, when net was $6,363,000, or $2.12 a share 
on each of the 2,042,500 shares outstanding. 


A new contract providing an increase of 6 cents 
hourly for 1,400 production employes of New York 
Air Brake Co. has gone into effect. The one-year 
contract was negotiated with the International Asso- 
ciation of Machinists. The union had sought a boost 
of 15 cents hourly and the company initially offered 
5 cents. 


Cornell-Dubilier Electric Corp. reports for the six 
months to March 31 net sales of $17,480,000 and net 
profit of $530,000, equal to 98 cents a share. This 
represents a sharp slide from the year-ago period 
when sales totaled $19,026,000 and net was $1,037,- 
000, or $1.96 a share. 


Secony Mobil Oil Co. is expanding its use of 
atomic energy in the search for oil. Its affiliate, 
Magnolia Petroleum Co., (Please turn to page 498) 
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Groups 

Stock groups which at this time 
are pacing a moderate extension 
of the market’s recovery swing 
from the May 28 reaction lows 
are: Automobiles, chemicals, cop- 
pers, drugs, electrical equipment, 
machinery, oils, tires and rails. 
Good-grade income stocks, among 
industrials and utilities, are 
mostly “doing all right” in a quiet 
way. Appliance and TV stocks 
have eased further. Farm equip- 
ments and retail issues remain 
depressed. The latter should rally 
on somewhat better current trade 
reports. 


Stocks 

Since the averages recorded their 
May 28 lows, a fair number of 
individual stocks —but a _ very 
small minority of the list — have 
met with sufficient demand to take 
them to new highs for 1956, or 
longer. A partial list includes: 
Caterpillar Tractor, Best Foods, 
Container Corp., Dresser Indus- 
tries, Firestone Tire, Philip 
Morris, Sunbeam Corp., Warner- 
Lambert, Illinois Power, Joy 
Manufacturing, Link Belt, Pan- 
handle Oil, Peabody Coal, Fan- 
steel, American Water Works, 
Barber Oil, Consolidated Natural 
Gas, Duquesne Lighting, E] Paso 
Natural Gas, Grace, Montana 
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ror PROFIT 


Power, Cleveland Electric, Out- 
board Marine, General Portland 
Cement, Lone Star Cement, Cin- 
cinnati Milling Machine, Hol- 
lander and Hudson Bay Mining. 


Cther Side 

On the other hand, scores of 
stocks have recorded new lows in 
the course of the rally phase since 
May 28. Here are a few of them: 
Allied Stores, Cone Mills, Con- 
sumers Power, Emerson Radio, 
Congoleum, Hoffman Electronics, 
Howard Stores, Lowenstein, Phil- 
co, Western Air Lines, Boston 
Edison, Cuneo Press, Green, 
Homestake Mining, Murray 
Corp., New York Shipbuilding, 
Spencer Chemical, American Op- 
tical, Coca-Cola, Philadelphia 
Electric, Stanley Warner, Under- 


anp INCOME 


wood Corp., Allied Mills, Ecko 
Products, Hershey Chocolate, 
Century Ribbon, Great Western 
Sugar, Munsingwear, United 
Fruit, Artloom, Dan River Mills, 
Minneapolis - Moline, Woolworth, 
Admiral, American Seating, Mer- 
cantile Stores, New York Central, 
Bendix Aviation, Cannon Mills, 
Celanese, CIT Financial, Clevite, 
Columbia Pictures, General Fi- 
nance, Flintkote, Motor Wheel, 
Lockheed, and Union Chemical. 


Growth Stocks 
Popularindustrial growth stocks 
are in many instances priced at 
20 to 30 times earnings, and yield 
something like 1% to 3‘¢ on pres- 
ent cash dividends. Granting that 
an impressive case can be made 
out for their long-run potentials, 











Chain Belt Co. 

Dresser Industries 

American Stores 

McKesson & Robbins, Inc. 
Pittston Co. 

West Virginia Pulp & Paper 
Atlantic Refining Co. 
Waukesha Motor Co. 

Royal McBee Corp. 

Spencer Kellogg & Sons 





INCREASES SHOWN IN RECENT EARNINGS REPORTS 


1956 1955 
6 mos. Apr. 30 $3.81 $2.59 
Quar. Apr. 30 1.83 1.22 
Year. Mar. 31 5.48 4.86 
Quar. Mar. 31 1.47 1.18 
Quar. Mar. 31 1.62 72 
6 mos. Apr. 30 1.79 1.22 
Quar. Mar. 31 1.32 1.06 
9 mos. Apr. 30 3.74 1.69 
Quar. Apr. 30 -70 .60 
36 weeks May 5 -70 .09 
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they are nevertheless discounting 
the future a long time ahead — 
and many investors have appar- 
ently forgotten that they do not 
have a one-way market street. 
They can decline, as proven by 
past declines which were sharp 
in some market cycles. A single 
example—Dow Chemical—will il- 
lustrate the point, since it is ade- 
quately representative; and since 
none can dispute that it is basic- 
ally a prime growth stock. Here 
are its approximate precentage 
declines in the major, medium- 
scope and minor bear markets of 
our time: 1929-1932, 757 ; 1937- 
1938, 45% ; 1940-1942, 44% ; 1946, 
25% ; 1948-1949, 25°% ; 1952-1953, 
25°. No doubt, you can rule out 
another 1929-1932 crash. You cer- 
tainly cannot rule out another 
25% decline; and who can say 
that recurrence of declines on the 


order of 40°: -45% is impossible? 


Alternative 

Our enthusiasm for the general 
run of leading industrial growth 
stocks at present price levels is 
decidedly lukewarm. At this stage 
we prefer stocks of companies as- 
sured of a good, even if not spec- 
tacular, rate of growth, combined 
with a high degree of immunity to 
recessions in general business ac- 
tivity. Where can you find them? 
Answer, most numerously among 
selected growth utilities which 
operate in favored areas and 
whose business is predominantly 
residential and commercial. The 
best of these equities are also 
premium-priced on a medium- 
term view; but less so than are 
many popular industrial growth 
stocks. Moreover, the basis for 
the premium — namely, growth 
and immunity to business reces- 
sion—is a continuing one. 


Selections 
Among utilities which meet the 
specifications cited, two good se- 


lections are Florida Power Corp. 
and Florida Power & Light, both 
with minor industrial loads, both 
aided by exceptional growth of 
population and expanding com- 
mercial-service activity in Florida ; 
both without past or foreseeable 
rate-regulation problems, since 
rate-control policy in Florida is 
fully equitable. Florida Power 
serves St. Petersburg, Clearwater 
and numerous other communities 
in the upper areas of the state. Its 
industrial sales are only 17° of 
the total. Dividends have risen in 
seven out of the last 10 years. 
The present rate is $1.60. With 
the stock at 4715, yield is about 
3.4% ; but the rate could easilv 
go to $1.80 before the yearend, 
since earnings will rise about 40 
cents a share to around $2.70, 
from 1955’s $2.30. Yield on that 
basis, at present price, would be 
nearly 4%. If you had bought this 
stock at average 1946-1950 prices, 
your present return on_ invest- 
ment cost would be close to 10°; 
and your capital gain at present 
would be about 188°, compared 
with 145‘~ for the Dow industrial 
average. Not bad. 


Leader 

Florida Power & Light is the 
No. 1 Florida utility, serving most 
of the east coast from St. Au- 
gustine down through Miami, 
much of central Florida and the 
lower west coast. Expansion of 
facilities remains in a neck-and- 
neck race with growing demand. 
Industrial power sales are only 
8° of the total. The company be- 
came independent with the break- 
up of the old American Power & 
Light holding company not many 
vears ago. The stock became 
publicly available in 1950. If 
bought at average 1950 prices, the 
appreciation to date would be 
127°, against about 121% for the 
Dow industrial average; and the 
present $1.20 dividend would pro- 














Grumman Aircraft Engineering 
| Deere & Co. 

Hamilton Watch Co. 

Minute Maid Corp. 

Green (H. L.) Co. 

Macy (R. H.) & Co. 

Reliable Stores 
Smith-Douglass Co. 








Paramount Pict. Corp. 
Kayser, Julius & Co. 


DECREASES SHOWN IN RECENT EARNINGS REPORTS 


1956 1955 
Quar. Mar. 31 $ .80 $1.29 
6 mos. Apr. 30 1.08 2.11 
Quar. Apr. 30 76 .88 
6 mos. Apr. 29 51 -86 
Quar. Apr. 30 -20 -25 
13 weeks Apr. 28 .12 -22 
Quar. Apr. 30 -23 -27 
Quar. Apr. 30 1.00 1.51 
Quar. Mar. 31 -80 1.31 
Quar. Mar. 31 38 -42 
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vide a return of 6.2% on invest- 
ment cost. At present level of 
4314, the yield is roughly 2.8%. 
3ut dividends h.ve been increased 
in each year s.nce divestment of 
the company; and earnings this 
year will gain over 20% to around 
$2.50 or more a share, promising 
another dividend boost, perhaps to 
$1.40, at which the pay-out would 
still be only 56°, against a na- 
tional average around 70° for 
more typical electric utilities. At 
present price, that would mean a 
return of about 3.2%. On the re- 
cent-year rate of growth, it would 
take roughly five years for divi- 
dends to get to a level returning 
around 6° on the stock’s present 
price. By the time that comes 
about, assuming a 3% to 4% 
valuation basis, the stock shoul 
be anywhere from 60% to 90% 
above its present level. That’s 
why it is premium-priced on a 
shortsighted view focused only on 
present earnings and dividends. 


Shorts 

As of June 15, the short posi- 
tion reported by the New York 
Stock Exchange was down con- 
siderably from a month earlier, 
and at the lowest level since Sep- 
tember 15, 1953. The latter 
marked the exact low point of an 
eight and a half month market 
decline amounting to about 13% 
for the daily industrial average— 
technically, a minor bear market; 
actually, no more than a _ pro- 
tracted intermediate interruption 
in the major rise begun in mid- 
1949. No conclusions can be 
drawn. Mainly professionals, 
short sellers are presumed to be 
smarter than average. Yet the 
fact remains that variations in 
the short position have never pro- 
vided reliable “trend evidence.” 
What we get out of it is simply 
that most people are in a wait- 
and-see mood, not willing to bet 
on a higher or a lower market. 
That explains the current low 
daily trading volume. It probably 
explains reduction in the short 
position. 


Exception 

We commented here recently 
on over-production of appliances, 
inventory excess and price-cut- 
ting. That is more so, although 
not exclusively, of large ap- 
pliances than of small stuff. One 
trade source states that, while re- 
tail sales of dryers ir the first 
five months of 1956 gained 40% 

(Please turn to page 501) 
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The Business Analyst 


By E. K. A. 


If we concede that the major emphasis in the international 
struggle has moved to the economic front, then it follows that 
the year-to-year bickering by our basic industries and labor 
groups has profound consequences beyond our shores. Even 
before the Soviet bloc of nations emerged on the world scene 
as a vital trade factor, the United States was placed at a dis- 
advantage in many markets around the globe because of the 
wage-price spiral. The Japanese, the British, the Germans and 
others of Western Europe cut us out of markets in both hemis- 
pheres because of their abil- 
ity to undersell us. 

We are now at grips with 
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PITA BASIS the greatest menace the 
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the Soviet grouping, aiming 
at world paramountcy and 
confronted with a military 
stalemate, is making a spirit- 
ed effort to capture markets 
long held by this country 
and other nations of the 
Free World. That effort will 
grow in scope and no holds 
will be barred, for the Com- 
munist conspiracy has a 
much larger goal than the 
development of trade. 

Hence, it is not far-fetched 
to suggest that ahead for 
business and labor must be 
a period of soul-searching if 
we are to have a fighting 
chance in the struggle now 
shaping up on the economic 
front. Unfortunately, there 
is not now any sign that 
business and labor are alert 
to the nature of the contest. 
At least neither has sug- 
gested that we follow a path 
of price cuts in lieu of wage 
increases. The merit of fol- 
lowing such a path, never- 
theless, must be obvious to 
all Americans who have 
given any thought at all to 
our competitive position in 
world trade. 

The best that has emerged 
thus far is a drive by industry 
to replace the “guaranteed 
annual wrangle,” so to 
speak, with five-year pacts. 
This move has encountered, 
in many instances, bitter re- 
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WHAT'S AHEAD FOR BUSINESS? 











sistance from labor 
leaders who regard 
each twelvemonth 
as an occasion for 
renewing demands 
for greater benefits 
and more innova- 
tions, ranging from 
paid holiday on the 
worker's birthday to 
cradle-to-grave se- 
curity. 

The recent ex- 
perience of West- 
inghouse Electric 
Corp., which insist- 
ed on a five-year 
accord with the 
labor unions, is a 
case in point. There 
ensued a strike that 
lasted for five 
months and cost that company a large part of its market. This 
summer we are witnessing the struggle of the steel producers 
to attain a five-year contract. As in the instance of Westing- 
house, they are desirous of a protracted period of stability dur- 
ing which they can proceed with their expansion plans without 
fear of strikes or swiftly mounting labor costs (to be passed 
onto steel-using industries, to be passed onto consumers). 

There is, of course, nothing new in five-year pacts. The pro- 
ducers of automobiles entered into a five-year agreement with 
the United Auto Workers as far back as 1950. The agreement 
did not freeze wages and other working conditions, but it left 
no room for the annual grab-bag of demands — wages, pre- 
mium pay, insurance, sickness benefits, holidays and the rest. 

It is noteworthy that when the five-year pact with the auto- 
motive industry expired last year the union insisted upon, and 
obtained, a contract that ran for three years. 

Leaders of the C.I.0. Steelworkers prefer the kind of contract 
that would run from year to year. Last year, when demand for 
steel was at fever pitch, the union called its members out for 
12 hours to enforce demands for a 15-cent hourly pay boost. 

Leaders of the steel industry have calculated that their pres- 
ent offer would give an average of $4,200 in the next five years 
to steelworkers. They estimate that the cost to United States 
Steel, Bethlehem Steel and Republic Steel alone would be $21 
billion. This figure does not take into account the thousands of 
new employes who would be added to the industry’s labor force 
as a result of the mammoth program of expanding facilities. 

To suppose that the frictions engendered by strikes, the waste 
growing out of stoppages and the uneconomic consequences 
of a year-to-year wage-price spiral will not be exploited by 
the Communist enemy is to live in a fool’s paradise. There is 
no concrete evidence that the American worker and employer 
have served notice of intention to vacate those premises. 
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MONEY & CREDIT—The Federal Reserve is evidently not go- 
ing to be rushed into making any important moves towards a 
generally easier credit policy at this time. This is the moral 
being drawn from the System's failure to increase its invest- 
ments in the two weeks prior to the June 15 deadline for 
substantial corporate income tax payments. Although the 
Central Banks had been substantial buyers of Treasury bills 
late in May, failure to further implement such purchases was 
something of a disappointment to money market analysts. 
Investors, too, lost some of their buying urge in the latter part 
of June and this was reflected in lower prices for long-term 
Treasury obligations. The 3s of 1995 were down 12 point in 
the two weeks ending June 25 and the 3'4s of 1983-1978 lost 
58 of a point. Seasoned corporate obligations were little 
changed on the surface and a yield average of highest grade 
bonds remained at 3.26% during the entire period. This is in 
contrast to the strength exhibited in previous weeks. Municipal 
obligations were similarly confined to a narrow rut although 
there were some evidences of weakness in recent days. 

In the new issue markets, underwriters have been kept busy 
by a steady flow of offerings which elicited high initial bids 
but sometimes proved rather sticky on subsequent public of- 
ferings. This was the sequence of the $50 million California 
issue for veterans’ aid which came out in mid-June. Even a 
successful flotation, like the $166 million Grant County Public 
Utility District revenue bond, which went to an early premium, 
lost its gains as the market encountered pressure. By June 25 
it was selling under the original offering price. 

The recent hesitancy in markets for fixed income securities 
has not fazed borrowers as yet. Corporate obligations on 
which offering dates have been set, amounted to $656 million 
on June 21 and at least as much more was being readied for 
sale, according to compilations by the Investment Dealers 
Digest. The calendar of new tax exempt issues scheduled for 
the next 30 days has contracted a bit but this has been offset 
by the heavier inventories in the hands of dealers. These 
middlemen apparently are loath to make any price conces- 
sions of consequence at this time, in the hope that the Federal 
Reserve will still do some more credit easing in ensuing weeks. 
Such a development will largely depend on the course of 
business, which is still moving in a sidewise direction without 
any clear signs as to its eventual course. 


°o 


TRADE—Retail trade has been active in the first three weeks 
of June. Dun & Bradstreet reports that dollar volume for the 
week ending Wednesday, June 20, was about 8% ahead of 
a year ago, with buyers spurred by Father's Day promotions. 
The gains ranged from 4% for the Pacific Coast to 9% for 
the Eastern and Middle Western states. Appliance dealers 
reported a marked increase in demand for air coolers, fans, 
television sets, refrigerators and driers. Furniture items were 
moving rather slowly but building material and hardware lines 
did better. Auto volume showed improvement over recent 
weeks although still well under a year ago. With auto output 
low, dealers were able to achieve cuts in inventories. 
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INDUSTRY-—Industrial production was down slightly in May 
from its revised April figure, according to the Federal Reserve 
Board’s seasonally adjusted index, which stood at 142% of 
the 1947-1949 average, versus 143 the previous month. A 
year ago, the index was at 138. Output of nondurables and 
of minerals were unchanged in the latest month but produc- 
tion of durables was down slightly. Steel output was curtailed 
somewhat by scattered work stoppages which began late in 
April and idled about 4% of the industry's capacity. Auto 
assemblies were reduced about 20% in May and changed 
little in the first half of June. 


° 


COMMODITIES—The Bureau of Labor Statistics’ index of spot 
prices of 22 leading commodities, fell 0.8% in the two weeks 
ending June 22, to close at 88.0% of the 1947-1949 average. 
The only component of the index to advance was metals with 
a 4% gain. Raw foods fell 1.9%, while fats & oils gave up 
3.7%. Raw industrial materials and textiles & fibers each were 
unchanged from levels of two weeks ago. 
(Please turn to following page) 
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Latest Previous Pre- 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago _Harbor* 
MILITARY EXPENDITURES—$b (e) Apr. 3.2 3.2 3.2 1.6 | . 
Cumulative from mid-1940 Apr. 624.4 621.2 584.1 38 | (Continued from page 483) 
FEDERAL GROSS DEBT—$b | hee 275.6 2763 2754 55.2 Outlays for NEW CONSTRUCTION 
——— | rose somewhat more than seasonally in 
mremnahd SUPrRY=G% May, amounting to $3,659 million versus 
Semesd Gapatiy-O6 Coston... | Sune 03 578 586 vested ont $3,351 million in April. The latest total 
Currency in Circulation June 20 30.5 30.5 30.0 (107 | was still slightly under year ago levels. 
BANK DEBITS—(rb)** Private residential building continued to 
New York City—$b Apr. 65.7 69.1 57.6 16.1 lag. Expenditures of $1,262 million in 
343 Other Centers—$b — | Aor. 113.9 1100 103.8 29.0 | this sector were 12% behind a year 
PERSONAL INCOME—$b (cd2) joan rr | earlier. Private nonresidenticl | building 
Selden ani Gteaes lied — oe oes pa | was a strong spot, running 18% higher 
AAS SA A (re pa - pa a than May, 1955. In this sector, industrial 
icles gala tadlliaaite ri = - a so construction was in the lead with a 35% 
Transfer Payments. nae 18 18 18 10  danagpieeel posed 1% = aE build- 
in was uv °. auroa outiays were 
ee | Ae se =  -= a? 9% higher while public utilities spent 
POPULATION—m (e) (cb) Apr. 167.4 167.2 164.6 133.8 | only 2% more than a year ago. Farm 
Non-Institutional, Age 14 & Over__ | Apr. 118.4 118.3 117.1 1918 | construction lagged, running 2% behind 
Civilian Labor Force Apr. 65.6 65.9 64.6 5546 | May, 1955. Public construction was valued 
Armed Forces. Apr. 29 29 3.1 16 at $1,157 million in May, a 5% advance 
unemployed Apr. 2.6 28 3.0 38 | over last year. Highway construction, at 
Employed Apr. 64.0 63.1 61.7 51.8 $470 million was up 34% while nonresi- 
In Agriculture Apr. 6.4 5.7 6.2 8.0 | dential building amounted to $334 mil- 
Non-Farm Apr. 576 57.4 55.5 432 | lion, an 11% drop from May, 1955. 
Weekly Hours______ | Apr. 41.3 40.7 41.2 42.0 | 
EMPLOYEES, Non-Farm—m (b) May 51.0 50.8 49.5 37.5 | . . 3 
Government ——F ra 7.1 6.9 4.8 } 
Trade__ May 11.0 10.9 10.8 79 | The COST OF LIVING was higher in 
Factory : | May 13.0 13.1 12.9 11.7 May and the Labor Department's index 
Weekly Hours _ | May 40.0 40.3 40.8 40.4 of such costs advanced 0.4%, biggest 
Hourly Wage ($)- Mcy 1.96 1.96 1.87 0.66 one month increase in three years. This 
Weekly Wage ($)——______ | May 78.40 78.99 7630 21.33 brought the index to 115.4% of the 
PRICES—Wholesale (Ib2) | June 19 1140 1142 1103 669 te pase base, matching the record 
Retail (cd) Mor. 208.2 207.7 207.5 116.2 '9 ae See a - October, 1953. 
En pra ce mone pecemeanareaar —- |. ——<—<-—————oeess | ve ee Gece ip qoute is Mew was in 
COST OF LIVING (ib2) May 115.4 114.9 114.2 65.9 the food department with a 1.3% gain. 
Food_ May W.0 © 109.6 197.1 65.9 Rent, transportation and medical costs 
Clothing May 104.8 194.8 103.3 59.5 also were higher. A further rise in living 
Rent_ May 132.2 131.7 130.3 89.7 costs is expected during the Summer but 
RETAIL TRADE-$b** =  #£$| : ~—-: | @ «respite may be afforded in the Fall 
Retail Store sales (cd) —_— | Apr. 15.5 15.7 15.3 47 when crop harvests could result in lower 
Durable Goods Apr. 5.3 5.5 5.5 11 food prices. 
Non-Durable Goods___________ | Apr. 10.2 10.3 9.7 3.6 i Pe , 
Dep't Store Sales (mrb) — as 0.92 0.92 0.90 0.34 | 
Consumer Credit, End Mo. (rb). | Apr 36.0 35.5 29.7 9.0 
mene Ae Ory 
New Orders—$b (ed) Totol**_____ | Apr. 275 269 26.1 14.6 ~ yer emmy 0 
tle ti pel 9 nop oe — 1955, a 3% rise over the previous year, 
Non-Durable Goods. Apr. 13.7 13.6 13.2 7.5 according ~~ a study by the Commerce 
Shipments—$b (ed)—Totels** pl os page pape a3 ep The latest ap an a 
Durable Goods Apr. 13.5 13.3 12.8 4.) ae Spee SS NES Tilt Ses SESS Ge 
Non-Durable Goods Apr. 13.8 13.8 13.2 4.2 oo a during the maageed period and 
brought average income to a new high, 
BUSINESS INVENTORIES, End Mo.** | both in current dollars and in purchasing 
Total—$b (cd) Apr. 84.4 83.8 77.7 28.6 power. Of the 52 million families in the 
Manufacturers’ Apr. 47.9 47.4 43.3 16.4 United States last year, 37% had before- 
Wholesalers’ Apr. 12.6 12.6 11.7 4.1 tax incomes between $5,000 and $10,000, 
Retailers’ Apr. 23.8 23.8 22.8 8.1 while 8% made in excess of this figure. 
Dept. Store Stocks (mrb). Aor 2.7 27 2.5 1.1 55% of all families were still receiving 
BUSINESS ACTIVITY—1—pc lune 16 223.2 2225 2149 141.8 | less than $5,000 a year. Of total family 
(M. W. S.)—1—np June 16 287.7 2868 271.7 1465 | income during 1955 of $288 billion, 
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— Latest Previous Pre- 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
OK Date Month Month Ago  Harbor* 
— INDUSTRIAL PROD.-la np (rb) | May 142 143 138 93 almost 10% went for Federal income 
Mining | May 129 129 121 87 taxes. Average after-tax real income 
Durable Goods Mfr. | May 158 160 153 es amounted to $4,980 per family. This com- 
DN Non-Durable Goods Mfr. | May 129 a 129 127 = 89 = pares with $3,730 in 1929 on the basis 
fo CARLOADINGS—t—Total | June 16 801 787 785 993 | of 1955 prices. The increase during the 
stal Misc. Freight | June 16 381 383 380 379 | period is equivalent to over 1% per year. 
“" Mdse. LC. L | June 16 59 60 67 66 | 4 3 A 
to — —s US| the number of BUSINESS PANURES 
: umber o 
in ELEC. POWER Output (Kw.H.) m June 16 11,425 10,951 9,987 3,266 climbed 18% in May as 1,164 Some 
i SOFT COAL, Prod. (st) m | June 16 10.3 97 9.5 10.8 | closed their doors, the biggest number of 
oe Cumulative from Jan. 1_W--_______ | June 16 238.6 228.9 207.1 446 | casualties for any May since 1940. Dun’s 
ial Stocks, End Mo — ——| Arr 67.2 65.8 64.0 61.8 | Failure Index rose to 49 for the month, 
% PETROLEUM—(bbls.) m | from 42 both in April and a year ago. 
id- Crude Output, Daily —_— | June 15 7.1 7.0 6.6 4.1. | The index was still well below 1940, how- 
re | Gasoline Stocks | June 15 181 184 165 86 ever, when it stood at 66. 
nt | Fuel Oil Stocks. | June 15 37 37 <6 94 LIABILITIES of failing firms rose more 
rm | _Meeting OM Stocts__ | Sune 1S 8s _* " ued | sharply than the number of casualties, 
id LUMBER, Prod.—(bd. ft.) m | June 16 270 250 280 632 | increasing 43% to a postwar high of 
2d | Stocks, End Mo. (bd. ft.) b____ | Mar. 8.5 8.7 9.1 79 | $59.9 million. Casualties of small firms, 
os STEEL INGOT PROD. (st) m | May 10.5 10.5 10.3 7.0 | involving losses of less than $5,000 each, 
Cumulative from Jan. 1 | May 52.9 42.4 47.4 74.7 | were the most numerous since 1942. All 


$i - cre 
i|- ENGINEERING CONSTRUCTION 





major industries except construction had 


AWARDS—$m (en) June 21 444 512 412 94 | heavier casualties in May than in the 
_____ | June 21 10,947 10,504 8,985 5,692 preceding month and all industry and 


ik fai 
| MISCELLANEOUS | rade ie had more ag ee 
Paperboard, New Orders (st)t _ | June 16 235 285 239 165 | Year ago. Biggest upturn from May, | 
was in manufacturing where the number 








Cumulative from Jan. 1 

















n j Cigarettes, Domestic Sales—b Apr. 30 33 29° 17 | 
x | Do., Cigars—m Apr. 463 486 490 543 | of failures was up 46%. Wholesale 
st Do., Manufactured Tobacco (Ibs.)m | Apr. 16 16 17 28 | failures suffered a 36% increase. 

—_- ; = 





b—Billions. cbh—Census Bureau. cd—Commerce Dept. cd2—Commerce Dept., seasonally adjusted monthly totals at annual rate, before taxes. 
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cdib—Commerce Dept. (1935-9—100), using Labor Sureau and other data. e—Estimated. en—Engineering News-Record. |—Seasonally adjusted index 
(1935-9—100). la—Seasonally adj. index (1947-9—100). Ib—Labor Bureau. Ib2—Labor Bureau (1947-9—100). Ib3—Labor Bureau (1935-9—100). It—Long 

. tons. m—Millions. mpt—At mills, publishers and in transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np—Without compenso- 

n tion for population growth. pc—Per capita basis. rb—Federal Reserve Board. rb3—Federal Reserve Bank of N. Y.—1941 data is for 274 centers. 

i. st—short tons. t—Thousands. *—1941; November, or week ended December 6. **—Se lly adjusted. 
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| 1956 1956 
No. of 1955-56 Range 1956 1956 (Nov. 14, 1936 Cl.—100) High Low June 15 June 22 

Issues (1925 Cl.—100) High Low June 15 = June 22 100 High Priced Stocks 239.7 180.6 227.8 228.9 
300 Combined Average 351.3 282.0 333.8 334.4 100 Low Priced Stocks 411.1 343.5 390.7 390.8 
4 Agricultural Implements 348.7 251.9 255.1 255.1 4 Gold Mining 882.7 649.1 741.8 764.1 
3 Air Cond. (‘53 Cl.—100) 116.0 87.0 109.8 107.8 4 Investment Trusts 171.2 140.8 152.4 154.0 
9 Aircraft (‘27 Cl.—100) ........... 1205.5 871.7 1112.5 1124.4 3 Liquor (‘27 Cl.—100) 1155.7 961.3 1015.3 1015.3 
7 Airlines (‘27 Cl.—100) 1263.6 950.3 981.6 981.6 9 Machinery 447.5 317.7 428.2 436.0 
4 Aluminum (‘53 Cl.—100) 511.2 337.1 474.1 470.4 3 Mail Order 234.1 159.3 188.8 195.4 
6 Amusements 180.6 147.0 162.9 162.9 4 Meat Packing 170.7 112.8 159.9 154.6 
9 Automobile Accessories 373.7 308.3 355.9 352.3 5 Metal Fabr. (‘53 Cl.—100) 213.2 155.9 194.5 196.4 
6 Automobiles 55.8 44.3 47.6 48.6 10 Metals, Miscellaneous 469.2 358.2 426.2 421.9 
4 Baking (‘26 Cl.—100) 30.6 26.7 27.3 27.0 4 Paper 1301.8 767.1 1217.8 1228.3 
3 Business Machines 1072.9 657.4 1037.2 1064.0 22 Petroleum 858.5 590.0 816.9 816.9 
6 Chemicals 652.3 466.6 610.4 604.4 21 Public Utilities 261.5 234.8 253.9 251.4 
4 Coal Mining 23.5 14.8 22.0 22.3 7 Railroad Equipment 95.1 73.4 87.9 89.7 
4 Communications 116.6 100.7 102.8 101.8 20 Railroads 82.0 64,7 75.1 75.9 
D CeROUEMOR .......cccrcccccscccccrse, 196.4 106.4 129.1 129.1 3 Soft Drinks 565.7 459.9 523.6 513.0 
7 Containers . 807.9 675.1 762.2 777.4 12 Steel & Iron 336.9 219.2 302.5 298.5 
7 Copper Mining 361.3 222.2 313.5 310.5 4 Sugar 68.8 56.1 62.5 62.5 
2 Dairy Products 127.0 111.7 116.4 115.2 2 Sulphur 964.0 758.4 822.3 840.6 
6 Department Stores 100.2 80.0 88.1 87.1 11 Television (‘27 Cl.—100) 47.3 37.1 37.5 37.1 
5 Drugs-Eth. (‘53 Cl.—100) 198.3 129.6 182.5 184.3 5 Textiles 188.9 148.4 151.2 153.1 
6 Elec. Eqp. (‘53 Cl.—100) .. 209.9 151.3 197.1 195.3 3 Tires & Rubber 201.0 137.8 177.2 180.9 
2 Finance Companies .............. 651.1 542.2 572.0 583.9 5 Tobacco 96.7 81.9 92.9 92.9 
6 Food Brands « 301.6 256.2 292.8 292.8 2 Variety Stores 315.0 278.5 278.5 278.5 
D OU SIE cic: Wee 137.7 157.6 160.8 15 Unclassif’d (‘49 Cl.—100) 158.3 141.9 156.8 158.3 
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Trend of Commodities 


Commodity markets for domestic futures were somewhat earlier U. S. Agriculture Department estimate of a 58 million 
mixed in the two weeks ending June 25 while import futures, increase in wheat stocks. Although most of the exports have 
such as cocoa, coffee and rubber showed outstanding come from surplus Government stocks, the increase in these 
strength. The Dow-Jones Commodity Futures Index rose 4.29 shipments—attributable to European wheat crop damage— 
points during the period to close at 157.19, a new high for has favorably influenced the domestic market. September 
the year to date. September wheat added 2 cents in the fort- corn weakened in the two weeks ending June 25. The loss 
night under review to finish at 211%. The crop has sustained gmounted to 2% cents with the option closing at 150%. 


damage in the Dakotas and Montana, due to high tempera- Welcome rains in some of the drought stricken areas brought 


“aha and deficient moisture. Exports of wheat and flour in selling and reports of increased Commodity Credit Corpo- 
during May amounted to almost 50 million bushels, which : ° _ 
ration sales of corn had the same effect. It is doubtful, how- 


compares with 19 million bushels a year ago. For the first 




















11 months of the season, exports were also well ahead of &Ve that government sales will be large enough to relieve The 
the corresponding period last season. If these exports are 9" expected tightness in “free” supplies that could result will 
maintained during June, the total wheat carryover on July 1 from the large volume of the grain that growers have placed pers 
should not exceed that of a year ago, in contrast to an_ in the governmental support program this season. a 
 ] ’ 
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U. S. DEPARTMENT OF LABOR INDEX OF 22 BASIC COMMODITIES phy 
Spot Market Prices — 1947-1949, equals 100 s 
Date 2 Wks. 3Mos. 1 Yr. Dec. 6 Date 2 Wks. 3Mos. 1 Yr. Dec. 6 anc 
June22 Ago Ago Ago 1941 June 22 Ago Ago Ago 1941 790 
22 Commodities 88.0 887 90.2 907 53.0 5 Metals 116.5 116.0 128.6 108.9 546 hist 
9 Foods 80.2 81.8 78.2 87.3 465 4 Textiles 79.2 792 804 836 563 — 
12 Raw Industrials 937 937 993 93.0 583 4 Fats & Oils 644 669 66.1 660 55.6 Inc 
wa: 
RAW MATERIALS SPOT INDEX COMMODITY FUTURES INDEX ro 
ro 
DEC. JAN. FEB. MAR. APR. MAY JUNE DEC. JAN. FEB. MAR. APR. MAY JUNE ] 
170 T yea 
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po 170 all- 
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160 anc 
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: an | _ « 160 COMMODITIES INDEX Tot 
MAGAZINE OF | 326 
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the 
ant 
14 Raw Materials, 1923-25 Average equals 100 Average 1924-26 equals 100 pal 
Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 cou 
1956 1955 1953 1951 1945 1941 1938 1937 1956 1955 1953 1951 1945 1941 1938 1937 the 
High 169.8 164.7 162.2 215.4 1177 88.9 57.7 866 High 157.2 173.6 166.5 2145 958 743 658 93.8 cor 

Low 163.1 153.6 147.9 1764 986 58.2 47.3 546 Low 149.8 150.7 153.8 1748 83.6 587 57.5 64.7 
su 


486 THE MAGAZINE OF WALL STREET 











million 
s have 
1 these 
nage— 
tember 
1e loss 
150%. 
rought 
-orpo- 
, how- 
relieve 
result 
laced 


dec. 6 
1941 


56.3 
55.6 


937 
3.8 
4.7 











The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. The service in conjunction with your 
subseription should represent thousands of dollars in value to you. It 
is subject to the following conditions: 

1. Give all necessary facts, but brief. 

2. Confine your requests to three listed securities at reasonable 


intervals. 


3. No inquiry will be answered which does not enclose stamped, self- 


addressed envelope. 


4. No inquiry will be answered which is mailed in our postpaid reply 


envelope. 


5. Special rates upon request for those requiring additional service. 





Texas Instruments 


“For two years I have been enjoying 
your Magazine and feel that my per- 
spective relative to some stocks has 
been enhanced. My broker has told me 
that Texas Instruments is a progressive 
company in a field that offers good 
promise. Will you please submit recent 
data on the company?” 


M. G., Little Rock, Ark. 


Texas Instruments, Inc. is ac- 
tive in electronic devices, geo- 
physical surveys and supplies. 

Sales in 1955 of $28,684,653 
and after-tax earnings of $1,581,- 
790 were the best in the 25-year 
history of Texas Instruments. Net 
income per share of common stock 
was up 25% from 40 cents to 50 
cents for the Dallas-based elec- 
tronics and geophysics firm. 

Major highlights of the past 
year were the growth of geophysi- 
cal exploration operations to an 
all-time high, increase in tran- 
sistor and diode sales by 300% 
and the establishment of nation- 
wide sales offices for all products. 
Total military sales were $11,- 
326,000 and military backlog at 
year-end was $14,000,000. 

Geophysical Service, Inc., the 
original Texas Instruments Co., 
continued its expansion and ended 
the year with 67 seismic, gravity 
and core drill field parties. Com- 
pany is now operating in eighteen 
countries around the world, and is 
the world’s leading supplier of 
contract geophysical services. 
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Geophysical instruments for 
company and others are manu- 
factured by Houston Technical 
Laboratories, petroleum instru- 
mentation subsidiary. Sales of 
this subsidiary continue to in- 
crease, several new products were 
introduced, and construction was 
begun on a 40,000 sq. ft. new 
plant in Houston. 


The Texas Instruments supply 
subsidiary, Engineering Supply 
Co., recorded a sales increase of 
22% for the year. This company 
distributes industrial, electronic, 
transmission and safety supplies 
in the Southwest and seismic sup- 
plies throughout the U. S. 

Texas Instruments entered 1956 
with its components divisions — 
which manufactures and markets 
basic electronie “building blocks” 
— enlarged by the purchases of 
the assets of Radell Corp. in 1955 
and the Burlington Instrument 
Co. in early 1956. The components 
division thus adds precision re- 
sistors and indicating meters to 
its line of capacitors, transform- 
ers, and transformer type com- 
ponents. 

The company continues to lead 
the rapidly expanding transistor 
industry in 1955 with the germa- 
nium units produced by the semi- 
conductor products division being 
used in over 80% of the brands 
of transitorized radio receivers 
being manufactured at year-end. 


For the second year, TI remained 
the exclusive commercial manu- 
facturer of high temperature sili- 
con transistors. 

A 35,000-square foot addition 
to the main Dallas plan was made 
in 1955 and two additional build- 
ings have been leased nearby. The 
common stock is not on a dividend 
basis but the cumulative “A” Pre- 
ferred pays 4.48% annually. 


Brown & Bigelow 


“IT am a long-time subscriber to your 
valued magazine and I am interested in 
receiving recent data on Brown & Bige- 
low. Thank you for this service.” 


P. M., St. Paul, Minn. 


Brown & Bigelow creates and 
sells, more than 900 products and 
services under the _ registered 
trade name of Remembrance Ad- 
vertising. Products include calen- 
dars, leather pocket, desk, and 
travel items; novelties, such as 
pens and lighters; playing cards, 
direct mail, and de luxe business 
greetings. 

Reversing a five-year trend, 
Brown & Bigelow earnings in- 
creased 7 cents a share in 1955. 
Earnings per share for the fiscal 
year ended January 31, 1956 were 
$1.64, compared to $1.57 for the 
previous year. Earnings after 
taxes were $2,128,399 in 1955 and 
$2,092,477 in 1954. 

Consolidated net sales of the 
company and subsidiaries in the 
past fiscal year were $51,551,709. 
In 1954 they were $51,686,357. 

Company is making plans for 
a substantial increase in sales 
volume, also integration of diver- 
sified subsidiaries, beginning of 
construction of a new million-dol- 
lar plant. 

The completed fiscal year 
marked the first such full period 
for the nine wholly-owned sub- 
sidiaries operating under Brown 
& Bigelow. They contributed sub- 
stantially to the increase in earn- 
ings, although consolidated sales 
were slightly below a year ago. 
The subsidiaries are: Quality 
Park Box, Inc., producer of setup 
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paper boxes and mailing tubes; 
Consolidated Printing Ink Co., 
manufacturer of printing ink; 
the Beissel Co., photo-typesetter 
and maker of the electrotypes 
and mats for the printing trade; 
the Brown & Bigelow Agency, 
offering specialized advertising 
services; Quality Park Envelope 
Co., maker of specialty enve- 
lopes. All of these subsidiaries are 
in St. Paul. 

The Century Envelope Co., 
manufacturer of commercial en- 
velopes, and Graphic Arts & En- 
graving Co., photoengraver, are 
in Minneapolis. Herb-Shelly, Inc., 
manufacturer of polyethylene 
products, is in Framington, 
Minn., and the Western Litho- 
graph Co. is in Los Angeles. The 
latter company makes advertising 
displays, specialities, bank sup- 
plies and allied materials. 

Brown & Bigelow recently es- 
tablished a new department for 
research and experimentation in 
electronics. The $1 annual divi- 
dend provides a generous income 
return. 

Earnings for the three months 
to April 30, 1956, were 47 cents 
per common share against 31 
cents in the like period of the pre- 
ceding year. Net sales for this 
period in 1956 increased to $12,- 
546,572 from $11,229,645 in the 
corresponding period of the pre- 
ceding year. —END 





Textile Industry 
Facing Adjustments? 





(Continued from page 472) 


Burlington admits the current 
outlook is somewhat spotty com- 
pared with last year. The recov- 
ery which started in the fall of 
1954 has been well maintained 
in certain major sections of the 
industry, mainly the cotton, wors- 
ted, woolen and mixed-fiber items. 

Margins on fabrics from syn- 
thetic fibers have continued under 
sharp competitive pressure and 
the present outlook in that field 
is less favorable than a year ago. 
Has the bottom been reached? 
Will the improvement expected 
later in the year materialize? 

Help From Japan 

Fearful of United States official 
action to hold down imports, 
Japanese authorities decided late 


last vear to cut exports of cotton 
blouses to the States to 2.5 mil- 
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lion dozen, a reduction from the 
4 million dozen shipped in the 
previous year, In recent days the 
Japanese have cut the export an- 
other million dozen. This is the 
sort of action that can be ex- 
pected to help the domestic textile 
industry. The United States was 
loath to act because it feared that 
discrimination against Japanese 
goods would drive Tokyo to seek 
closer trade relations with the 
Communist bloc of nations. 
Typifying the Japanese compe- 
tion was a cotton blouse that 
could be sold here for $1, made 
possible by a wage scale that is 
the American equivalent of 15 
cents hourly. The handwriting 
was on the wall for the Japanese, 
who were not oblivious to the fact 
that Southern states had passed 
laws requiring retailers to dis- 
play signs that they sold made- 
in-Japan merchandise. It remains 
to be seen whether American 
manufacturers will be satisfied 
by this latest gesture from Tokyo. 
Much will depend, of course, on 
the level of business at home—if 
there is any noticeable slack, new 
protests may be expected. 
Measured in terms of domestic 
textile output, the Japanese im- 
ports do not loom large. But the 
Japanese have a habit of selecting 
a few key markets and concen- 
trating their production on these 
spots. The effect: Prices drop, 
inventories pile up, workers are 
laid off and mills close. The 
Japanese move from print cloths 
to broadcloths and then to table- 
cloths and napkins. Of late, it has 
been velveteens and ginghams. 
The domestic cotton textile in- 
dustry is producing at a rate of 
about 10 billion yards of cloth 
yearly, Last year, Japan shipped 
100 million yards of cotton goods 
to this land, plus blouses, dish 
towels, sports shirts and other 
fabricated items containing an 
additional 55 million to 60 million 
yards. Imports this year may 
reach a total of 250 million yards. 
A spokesman for the velveteen 
industry last month told the 
United States Tariff Commission 
that unless “real” tariff is 
granted, the American group “will 
be completely extinct by the end 
of this year.” 


Natural and Man-Made 


Japanese competition aside, 
cotton manufacturers are sorely 
pressed to hold their share of the 
market amid the rising popularity 


of synthetic fibers. The war on 
this front has taken on a less 
deadly aspect since the fibers 
have been wed, in many instances, 
to turn out improved fabrics. 

Weavers and clothing manufac- 
turers are doing a brisk business 
in such items as shirts made of 
65% dacron and 35% cotton 
There is a growing belief that 
such blends accounts for a supe 
rior product as against all dacror 
or all cotton. 


Cotton Still King 


Cotton continues to be the tex- 
tile fiber in greatest demand. O1 
a poundage basis, more than one 
half of the textiles consumed it 
this country are made of cotton 
But cotton products have not kept 
pace with the nation’s economy. 

A generation ago cotton ac- 
counted for nearly 90% of all tex- 
tile fibers consumed in the coun- 
try. Last year, it was down 
around 64%. In this period the 
per capita consumption of cotton 
remained almost unchanged, ris- 
ing from 22 pounds to little more 
than 23 pounds annually, while 
per capita consumption of all tex- 
tiles increased from 25 pounds to 
nearly 37 pounds. 

Of course, cotton did not have 
to vie with the synthetics in the 
early 1920’s. They now account 
for about 30% of all fibers con- 
sumed. These man-made fibers 
have pushed cotton out of huge 
portions of the market for ap- 
parel, home furnishings and auto- 
motive tire cord. Yet another siz- 
able portion of the cotton market 
has been lost to paper, which has 
replaced it in bagging many in- 
dustrial products. 


From the Investment Viewpoint 


There is no near-term prospect 
of eradicating the sharp peaks 
and valleys of the textile indus- 
try. However, the future should 
not be too dim for those compa- 
nies that have demonstrated out- 
standing merchandising ability, 
increased efficiency and diversifi- 
cation of product. Also helpful is 
the tendency to scrap marginal 
mills and bring equipment more in 
line with consumer demand. 

With consumer income at rec- 
ord levels and inventory positions 
relatively low, signs point to a 
fairly good vear for the industry, 
although there is no major relief 
in sight from Japanese competi- 
tion and rising costs of labor and 
materials. —END 
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“Bad roads are picking our pockets” 


An authority tells how much obsolete roads are costing, 
and what we should be doing about it now. 


Washington, D.C. 
“We'll pay for 
better roads, 
whether we build 
them or not!” 

That’s the 
stand of Senator 
Frank Carlson of 
Kansas, member 
of the finance 
committee of the 
United States Senate. 

He continues: 

“In fact, we’re paying for them 
right now. Paying for every mile we 
travel or ship goods to market on our 
inadequate, horse-and-buggy roads. 
Experts figure that the overall cost of 
traffic congestion is between three and 
1 half and four billion dollars every 
year. And when we break that figure 
down we have such staggering costs 
as these—costs which we pay!” 


Frank Carlson 


Look at these figures 
“In metropolitan areas, 25 percent of 
all gas consumed is burned waiting 
for traffic to move, and one billion 
man hours are lost in going to and 
from work. 

**The annual toll of motor accidents 
averages $75 a year per vehicle, and 
that doesn’t include loss of life and 
limb. Family budgets suffer, too. In 
New York City, for example, it’s 
estimated $1,000,000 of the annual 
milk bill goes to pay for delivery 
delays incurred by traffic slowups. 

“It is a matter of record that it 
cests more to move household effects 
a few miles in downtown Manhattan 
than to transport them to cities hun- 
dreds of miles away. And trucking 
firms operating outstate must install a 
new clutch every 50,000 miles as com- 
pared with every 18,000 miles for firms 
operating in traffic-jammed cities. 

‘*“As we can see, bad roads are bad 
business. The waste of time and money 
is needless and, frankly, dangerous to 
our economy, our lives, and our 
national defense.” 

What better roads will mean 

““A great deal of the traffic turmoil 
in our cities can be eliminated if higher 
speed through-traffic is separated 
from slow, local movements. The 
Institute of Traffic Engineering at the 
University of California estimates the 
savings in cost of travel on express- 
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ways at $1.35 an hour for passenger 
vehicles and $3 per hour for trucks 
and buses. 

‘“‘And it has been shown by a Los 
Angeles survey that average gasoline 
mileage on a new freeway was more 
than two and a half times greater 
than that on traffic-packed downtown 
streets. 

“These savings are substantial 
when we consider that approximately 
85 percent of all food products reach 
their first market by truck, and 75 
percent of all tonnage is moved by 
trucks. And more than 85 percent of 
travel from city to city by our people 
is via highways.” 

Action, as Senator Carlson points 
out, is vital, since the number of 
registered motor vehicles using our 
streets and highways is expected to 
soar from today’s 60 million to 80 
million by 1965. 


More and better roads now 


Completion of a 40,000-mile inter- 
state highway system (main highways 
connecting 42 state capitals and 90 
percent of all cities in the United 
States with more then 50,000 people 
will do much to meet this need. But 
a great deal more must be done at 
the state, county and local levels to 
handle our growing automobile and 
truck traffic. 

As is well known, the automobile 
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industry is making tremendous strides 
through continuing research and the 
introduction of life-saving, accident- 
preventing innovations. This means 
the cars of tomorrow will be even 
better than the cars of today. And 
our roads must be, too! 


National's role 
We at National Steel heartily support 
action for better roads to go with 
our constantly improved cars. 

For National Steel—through two 
of its major divisions: Great Lakes 
Steel at Detroit, Michigan, and Weir- 
ton Steel at Weirton, West Virginia 
is a major supplier of the better, 
stronger steels used by the automobile 
manufacturers. It is our constant 
goal—through research and cooper- 
ation with the automobile industry 
to make better and better steels for 
still greater strength and 
economy in cars and trucks of today 
and tomorrow. 


safety, 





SEVEN GREAT DIVISIONS 
WELDED INTO ONE COMPLETE 
STEEL-MAKING STRUCTURI 
Great Lakes Steel Corporation « Weirton 
Steel Company ¢ Stran-Steel Corporation « 
Hanna Iron Ore Company ¢ National Steel 
Products Company « The Hanna Furnace 
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Divergent Prospects For 
The Railroads In 1956 





(Continued from page 468) 


resurgence in exports of coal to 
Europe. This development reflects 
impressive recovery in industrial 
activity of West Germany and 
gradual depletion of coal reserves 
in the Saar as well as in other 
European areas outside the Iron 
Curtain. Backwardness of the 
British in employing mechani- 
cal mining equipment, especially 
while the Labor Government was 
in power, handicapped British 
consumers. Without the benefits 
of modern facilities, costs of min- 
ing have advanced to such an ex- 
tent that coal can be purchased in 
this country as economically as in 
Europe. 

Shipments of solid fuel from 
Newport News and other Atlantic 
Ports are expected to approach 
record volume this year. This up- 
trend promises to boost traffic for 
Chesapeake & Ohio, Virginian 
Railway and Norfolk & Western. 
Soft coal accounts for more than 
half of freight revenues on the 
C. & O., while Norfolk & Western 
derives almost two-thirds of its 
revenues from this source and the 
Virginian depends on coal to the 
extent of more than 80 per cent 
of gross. Earnings are helped by 
the fact that long strings of cars 
can be assembled into one train 
for movement to a single destina- 
tion. Mechanical loading and un- 
loading facilities minimize labor 
handling charges. Chances are 
these three carriers may show the 
best earnings this year in their 
history. 


Variation in Trends 


Comments on the Pocahontas 
group call attention to the well 
known fact that always there is 
considerable variation in trends 
among groups of carriers. For in- 
stance, the eastern short-haul car- 
riers have been confronted for 
years with the serious problem of 
excessive terminal costs, and this 
burden alone has contributed to 
a relatively poor showing. Car- 
riers in this area also have felt 
the restrictive influence of un- 
profitable passenger business. 
Fortunately, progress has been 
made in alleviating unfavorable 
conditions. The matter of more 
satisfactory results from passen- 
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ger travel will be discussed a little 
later. 

Meantime, brief observations 
may be made on conflicting trends 
of several areas. Roads serving 
the South and the West, especial- 
ly the Southwest, appear to be ex- 
periencing the most sustained 
growth. Industrial activity is ex- 
panding in the South and in many 
sections of the Southwest. Disper- 
sion of industrial plants essential 
to national defense has contrib- 
uted to development of new sec- 
tions and expansion of manufac- 
turing operations in rural areas 
of the Southwest as well as in 
southern California, where fav- 
orable weather conditions and 
better - than - average population 
growth have encouraged broader 
markets. Shifting of plants from 
the Northeast to the South has ac- 
counted for substantial adjust- 
ments in traffic conditions. 

Railroads serving New Eng- 
land have been adversely affected 
by closing of textile mills, for ex- 
ample, since these plants have 
been replaced by smaller concerns 
manufacturing electronic goods 
or other light products more suit- 
able for shipment by highway 
truck than by rail. On the other 
hand, Southern Railway, Atlantic 
Coast Line, Louisville & Nash- 
ville, Seaboard Air Line and other 
roads have gained from the shift, 
since they obtain shipments of 
raw material, but also are called 
upon to handle movement of fin- 
ished merchandise (more profit- 
able) to northern and western 
markets. 

Now for a word on handicaps 
of passenger operation. Carrying 
passengers is not a profitable bus- 
iness. Probably every carrier in 
the country would be glad to be 
excused from operation of pas- 
senger cars—that is, if the equip- 
ment in use could be marketed. 
Losses gradually have been re- 
duced, however, through aband- 
onment of small mileage in some 
sections as well as by higher 
fares. It has been difficult to find 
other economies with which to 
counteract rising costs, especially 
in the East where population is 
densest. Commutation business 
adjacent to metropolitan areas 
has proved a serious problem for 
some carriers, notably one like 
the Long Island Rail Road, pri- 
marily a passenger line. The en- 
couraging fact to note is that 
state authorities are becoming 
more realistic in granting reason- 
able fare increases and that the 


prolonged downtrend in passen- 
ger receipts appears to have been 
checked. 

Progress toward reduction of 
deficits was made last year and 
further gains are contemplated in 
1956 with benefit of the 5 per cent 
boost in fares that became effec- 
tive in May. Losses from passen- 
ger operations, calculated on the 
Interstate Commerce Commis- 
sion’s formula, dropped to $636.7 
million from $669.5 million a year 
earlier. Despite the fact that rev- 
enues from passenger business, 
mail, etc., declined moderately in 
reflecting a contraction in move- 
ment of military personnel and a 
loss of other mail shipments in 
some areas, economies achieved 
by important carriers helped to 
improve the over-all picture. More 
than one-third of Class I roads 
had less satisfactory results in 
1955 than in 1954, but in some 
cases exceptional conditions pre- 
vailed. New Haven, for example, 
was seriously damaged by floods, 
contributing to unusual increases 
in the cost of handling passen- 
gers. 


Further Progress Through More 
Efficient Equipment 


Several roads are experiment- 
ing with new types of equipment 
—faster and more comfortable—in 
an effort to attract passengers 
from the airlines. It is assumed 
that higher fares would be 
charged and that the added con- 
veniences would be such that rail- 
road managements would hope to 
enlarge volume sufficiently to re- 
duce overhead costs. 

In this connection, it is noted 
that almost all roads have been 
attempting to improve their 
equipment. Large orders have 
been placed for freight cars, some 
of a revolutionary type. Many 
lines have adopted piggy-back 
service as a means of combating 
truck competition. Movement of 
trailer vans by freight car shows 
indications of a steady uptrend. 
Such operations could mean im- 
portant traffic for long-haul car- 
riers. Redesigned freight cars 
that may be changed with little 
difficulty from one type of service 
to another are being built for 
some roads. These appear to offer 
prospect of attracting business 
from truck operators. In addition, 
many freight cars are being 
equipped with specialized “load- 
ers” designed to minimize damage 

(Please turn to page 492) 
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from shifting loads while trains 
are enroute. Here again, an op- 
portunity seems to have presented 
itself for aggressive managements 
to boost freight business. 


Evaluating Rail Stocks 


In endeavoring to evaluate rail- 
road stocks, especially on the 
basis of earnings and yields from 
regular dividends, it is important 
to keep in thought the fact that 
under acceunting regulations 
adopted by the Commerce Com- 
mission, net income of many 
roads is being overstated and that 
dividends accordingly represent a 
larger distribution of adjusted 
earnings than might be supposed. 
This situation comes about as re- 
sult of a ruling that tax benefits 
accruing from use of accelerated 
amortization be reported in con- 
formance with income accounts 
submitted to the Treasury De- 
partment, but costs involved in 
use of fast writeoffs are not 
shown in published reports. This 
policy, which contrasts with ac- 
cepted practice of accounting, ac- 
centuates current earnings and 
paves the way for declines in net 
income upon expiration of tax 
benefits. 

Nevertheless, there is no ques- 
tion but that the tax savings ac- 
cumulated by taking advantage of 
rapid amortization of emergency 
expenditures after the Korean 
war proved fruitful. Many roads 
have greatly reduced their debt, 
while others have been able to 
acquire greater modern equip- 
ment than otherwise would have 
been possible. Hence, the industry 
as a whole is better able to face 
the prospect of reduced earnings 
and still maintain relatively gen- 
erous dividends. 

At the moment, prospects ap- 
pear promising for modest en- 
largement of distributions to 
stockholders. This objective may 
have been held by managements 
of Santa Fe, Union Pacific, South- 
ern Railway and other roads as 
they made plans for stock splits. 
Dieselization has made extensive 
gains; some carriers have elimi- 
nated all steam locomotives. 
Freight cars are in better-than- 
average condition; deliveries of 
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new cars this year will be the 
largest for some time; and within 
a year or two it is likely that roll- 
ing stock will be more than ade- 
quate. Roadways and structures 
have been well maintained. More 
attention will be devoted to test- 
ing and development of more effi- 
cient equipment. 

The railroad industry has 
shown encouraging signs recently 
of effectively meeting competi- 
tion of other forms of transpor- 
tation and of stabilizing if not 
improving its position. This out- 
look is reassuring for holders of 
railroad issues. —END 
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three major wars had occurred. 
Each war was accompanied by a 
sharp inflation of prices, and each 
period of inflation subsequently 
gave way to deflation. 

There are a few economists 
who maintain that the underlying 
long term trend of commodity 
prices is downward, owing to the 
steadily increasing efficiency of 
production of individual commo- 
dities. Insofar as there is any- 
thing to this contention, the cur- 
rent commodity price level is 
inflated even more than compari- 
sons with prewar would indicate. 
For, the period since the end of 
World War II has witnessed ex- 
tremely rapid and large increases 
in efficiency of production, both in 
industry and agriculture. 

Certainly, it cannot be contend- 
ed that increased mechanization 
of production processes should re- 
sult in higher prices. 


Inflation Now “Normal” 


In the period immediately fol- 
lowing World War II, there was 
considerable belief among busi- 
ness men and economists that 
early deflation of the commodity 
price structure was_ inevitable, 
following the pattern of World 


War I. The Armistice came in 
November of 1918. Commodity 
prices, freed of wartime re- 


straints, rose sharply until the 
late Spring of 1920. The BLS 
wholesale price index topped out 
in May, 1920, at 245 percent of 
the prewar (1909-1913) average. 
By January, 1922, or 20 months 
later, the index had declined 45 
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percent from its postwar peak. 
The price index then moved up a 
little, held very steady through 
the latter 1920s, and then declined 
to below pre World War I levels 
in 1932. 

The failure of a price collapse 
to develop, similar to that in 1920- 
1921, has been a most important 
factor in convincing the great 
majority of people in all walks of 
life that the current abnormally 
high price level is here to stay. 
To no inconsiderable extent, busi- 
ness has a vested interest in in- 
flation. This, of course, influences 
the prevailing psychology of busi- 
ness men. 


What Happened 


The sharp rise in the com- 
modity price structure during the 
early post World War II period 
was inevitable. Price controls 
were ended. The public had huge 
“forced” savings. The pent-up de- 
mand for consumer goods, built 
up during the depression of the 
1930s and wartime shortages, was 
tremendous. Europe, torn by war, 
was desperately short of practi- 
cally everything and turned to the 
United States for supplies. 

By 1948, the public had used up 
much of its savings and prices 
began to falter. But then came the 
Marshall Plan, rearmament, and 
later the Korean War to unbal- 
ance the Federal budget and add 
to the mountain of public debt. 
Prices rose again until early 1951. 

But, it is doubtful that even 
this huge amount of government 
spending would have been suffi- 
cient to sustain the price level, 
after it had settled down slightly 
following the initial Korean War 
flurry, had it not been for tre- 
mendous increases in consumer 
and mortgage credit. 

The entire world, not the 
United States alone, has wit- 
nessed during the past few years 
what is undoubtedly the dizziest 
credit bubble in all history. The 
usual standards of caution have 
been thrown to the winds. To off- 
set higher prices, repayment 
periods on consumer purchases 
and on mortgages have been ex- 
tended unrealistically. 

Yet, apart from the recent 
minor upturn, the overall com- 
modity price structure here in the 
United States has shown little 
change for over four and one half 
years. All of the huge outpouring 
of credit has sufficed to do no 

(Please turn to page 494) 
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more than hold the commodity 
price structure steady. 
Frequently stressed is the high 
level of consumer spending as a 
support to business and prices, as 
if consumer spending were mo- 
tivated only by desires. In this 
connection, it is sobering if not 
actually frightening to realize 
that statistical analyses show 
clearly that, for every dollar in- 
crease in consumer’ spending, 
total debt—public and private— 
must be increased by a dollar. We 
have been getting nowhere fast. 


When Will It Burst? 


The world has had its bubbles 
of various kinds before, such as 
the Tulip Bubble, the Mississippi 
Bubble, and the Florida land bub- 
ble of the 1920s. Everyone of 
them was vastly over-expanded, 
although the accepted soothsayers 
of the time assured the public fre- 
quently that the bubbles were 
“fundamentally sound.” Every 
one of them eventually burst with 
sad repercussions. 

There is no reason for believing 
that the post World War II credit 
bubble is any different from every 
other bubble in history. The ab- 
normally high levels of consumer 
spending, residential construc- 
tion, industrial activity, and 
prices are the result of the credit 
bubble. We have been much like 
a child with a balloon, very happy 
with our new toy, but every par- 
ent knows of the tears that inevi- 
tably follow the bursting of the 
child’s balloon. 

The inability of the automobile 
industry to move 1956 cars in the 
anticipated volume, the steady 
contraction in new residential 
housing starts, and the curtailed 
consumer interest in durable 
goods of various kinds are all 
pointing to saturation of the mar- 
ket. The volume of credit out- 
standing still is increasing, but 
the rate of increase has slowed 
down to a walk. 

This could be only a temporary 
condition, of course. However, 
consideration must be given to the 
fact that World War II now has 
been over for almost eleven years, 
and that time is telling increas- 
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ingly on the much stretched-out 
postwar boom and price inflation. 
On the basis of all past perform- 
ances, the current exalted price 
structure is living on borrowed 
time. 


Danger Signals 


Price inflation and credit ex- 
pansion are closely geared. The 
willingness of industry to build 
up inventories, and to borrow 
money to do so, is based on the 
expectation of higher prices. The 
willingness of consumers to mort- 
gage their future earnings is 
based on the expectation of at 
least a stable if not a higher price 
level. The willingness of lending 
agencies to extend credit is based 
on the expectation of at least a 
stable price level. 

Obviously, if the commodity 
price structure were to sag, the 
flow of credit would tend to be 
reversed, with contraction rather 
than expansion the order of the 
day. Contraction of credit un- 
doubtedly would tend to acceler- 
ate a deflationary commodity 
price trend, with one feeding 
upon the other. 

Analysts of commodity price 
trends have learned that certain 
commodities and commodity 
groups invariably foretell the be- 
havior of the general commodity 
trend. Long declines in farm 
products prices invariably have 
preceded major reversals in the 
general price trend, and it has 
been quite customary for farm 
prices to reverse their decline and 
spurt upward briefly—as during 
the past few months—on the very 
eve of a major decline in the com- 
modity price structure. 

The little daily BLS price in- 
dex, which has established a good 
reputation for forecasting the 
trend of the wholesale price in- 
dex, topped out in April while the 
wholesale index still was rising 
and recently has dipped to the 
lowest level in several years. 

The components of a_ small 
group of sensitive commodities, 
whose movements over a period 
of many years have preceded 
major advances and declines in 
the general commodity price level, 
have been declining in unison for 
several months. This is the first 
such uniform downtrend in many 
years. 

All of the signals, as the ana- 
lysts see it, now have turned red 
and it is only a question of time. 


Recent faltering in the weekly 
BLS index may have marked the 
end of the 1956 price rise and the 
beginning of the downtrend, some 
analysts believe. 


The Steel Price Rise 


The impact of the steel price 
rise on the general commodity 
price level is likely to be negli- 
gible. The consuming public is in 
no mood to pay higher prices for 
durable goods, and the probabili- 
ties are that the steel price in- 
creases will be absorbed either by 
manufacturers or distributors of 
consumer durables, or by both. 
The sharp increase in steel prices 
over the past few years has not 
been paid by consumers. 

It is particularly interesting to 
note that the end of every long 
general price rise and beginning 
of deflation has been character- 
ized by a markup in steel prices, 
frequently occurring—as we know 
now in retrospect—a few months 
after the general price decline 
was under way. This should not 
be construed as indicating that a 
steel price rise is a deflationary 
signal, but merely emphasizes the 
unimportance — from the stand- 
point of the general commodity 
price structure—of steel prices. 


Production Potential Huge 


Every inflationary period in- 
variably has resulted in over-ex- 
pansion of production and pro- 
duction facilities, in response to 
higher prices and the human ten- 
dency to believe that high prices 
will continue forever. The absorp- 
tion of materials, manpower, and 
money in the construction of pro- 
duction facilities naturally con- 
tributes to the inflationary com- 
modity price uptrend. Eventually, 
increased production and the ca- 
pacity to produce surpass the 
capacity of the public to consume, 
forcing product prices down. 
Then follows contraction of capi- 
tal expenditures for new plant 
and equipment to let more air out 
of the inflationary balloon. 

Recent years have witnessed 
tremendous expansion in capital 
spending for new plant and equip- 
ment, with each industry striving 
to outdo the other. Industry is 
‘ooking 10 years or more ahead, 
which may well prove to have 
been far from sound. Present in- 
dustrial capacity, judged by the 

(Please turn to page 496) 
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Trailers That Won't Wear Out. It's true. No 
trailer made from Stainless Steel has ever been 
known to wear out, because Stainless is far 
stronger than other metals, and it will not cor 
rode and weaken. The great strength of Stain 
less allows compact design. The trailer shown 
here, for example, has sides made from thin 
sheets of Stainless Steel, corrugated into walls 
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evidence of consumer expendi- 
tures, appears to be well in excess 
of current needs without adding 
any more for several years. 

This year, a sharp rise in capi- 
tal expenditures is scheduled to a 
new record high of $35 billion. 
This has its inflationary aspects, 
to be sure. 

However, it is both interesting 
and important to note that the 
years in which inflation topped 
out and deflation got under way— 
such as 1920, 1929, and 1937— 
were characterized by a sharp 
jump in capital expenditures such 
as is occurring this year. 

Quite obviously, judged by his- 
torical precedent, even very high 
level capital spending is not a 
preventative of the onset of de- 
flation. 


Role of Government 


Washington desires a relatively 
stable price level, with no major 
movements in either direction. 
Through contraction and expan- 
sion of credit, the Federal Re- 
serve exercises a moderate amount 
of control over the general com- 
modity price trend. 

In the event of worldwide de- 
flation, such as may be close at 
hand, even a government as pow- 
erful as ours could not do much 
to halt the price downtrend. We 
could do little, it will be remem- 
bered, to check the brisk postwar 
inflation. 

Eventually, circumstances 
might force Washington to a 
fresh currency devaluation as a 
price stimulant but such action 
would be unlikely before deflation 
had gone a long way. —END 





Department Stores — Chains 
— Mail Orders — Battle 
For Sales 
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weather, which is always with us. 
The spring which has just drawn 
to a close was marked by rain 
(and considerable snow) and cold 
that delivered a crippling blow to 
Easter trade. As a typical result 
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of one of the most unseasonable 
spring seasons in many years, 
stores in New England suffered a 
decline in sales of about 29% in 
the week before Palm Sunday 
compared with a year earlier. In- 
deed, the Eastern seaboard had 
practically no spring—going from 
cold that lingered into early June 
to a summer heat wave. The 
stores paid dearly. 


Retailers Are Optimistic 


The jingle of the cash register 
leaves no doubt that the old-line 
merchandisers have done an out- 
standing job of coming to grips 
with their innumerable problems. 
3ut what it doesn’t reveal is the 
high-level optimism prevailing in 
the high councils of the stores. 
Following are some of the ambi- 
tious plans that underscore this 
optimism: 

Allied Stores Corp., largest 
chain of department stores in the 
country, will spend something like 
a quarter billion dollars in the 
next three years for construction 
of new units in seven huge re- 
gional shopping centers. The 
form of growth which runner-up 
Federated Department Stores will 
take in the future depends on local 
situations. In Houston, where 
good parking facilities and easy 
access to the downtown shopping 
area are available, the company 
is adding four floors to its Foley’s 
store. In Dallas, on the other 
hand, Sanger’s is handicapped by 
traffic problems and, therefore, is 
branching out into the suburbs. 
Federated, incidentally, has long 
been in the van of the branch- 
store type of operation. 

Associated Dry Goods Corp. 
now has more than a score of op- 
erating units. During the past 
year seven stores were added, 
four as new branches of previous- 
lv owned subsidiaries and three 
through acquisition. Expansion 
prospects are limited by nature of 
its clientele, largely the middle 
and higher-income groups. A pio- 
neer in the development of subur- 
ban branches, Associated - still 
favors this kind of expansion. Its 
first major expansion drive since 
the end of World War II will be 
instituted late this year by Inter- 
state Department Stores, Inc. By 
the close of 1957, it is expected, 
Interstate will have opened eight 
new stores, most of these in su- 
burban shopping centers where 
they will be key stores. R. H. 
Macy & Co., Ine. presently will 
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open stores in two huge shopping 
centers — New Jersey and Long 
Island — and three more branch 
stores are in the works. 

A parallel expansion program 
is going forward among other re- 
tailers, notably mail-order houses 
and variety stores. Sears, Roe- 
buck and Montgomery Ward, the 
two top mail-order firms, are in 
the midst of major expansion pro- 
grams. Montgomery Ward was a 
late starter, but now is moving 
fast. 


Why Retailers Are Optimistic 


While the retailers are not ob- 
livious to the soft spots in the 
economy — record consumer debt, 
layoffs in the automotive and ap- 
pliance plants, below-normal in- 
come for the farm segment and 
some occasional “distress selling” 
—they feel that, on balance, busi- 
ness is good and prospects remain 
bright, for the near term and the 
distant future. 

Maintenance of personal in- 
come is viewed as one of the truly 
bright spots in the short-term pic- 
ture. The income of Americans in 
April reached a new record high 
of $317 billion annually, an in- 
crease of $2 billion (annual rate) 
over the preceding month. This 
compares with a personal income 
annual rate of $298,900,000,000 
in April, 1955. 

Retailers also have noticed that 
the decline in the rate of spending 
for automobiles and a number of 
major appliances (on-the-cuff 
buying) has not shown up in 
other consumer wares. This is a 
clear sign that cash spending, as 
differentiated from credit spend- 
ing, has not slipped noticeably. 

While a curtailment of orders 
and a general movement to liqui- 
date inventories are prevalent 
in many consumer-durables, this 
trend does not extend across the 
board. In the soft-goods field, as 
an example, there seems to be no 
great need for liquidating inven- 
tories. Inventory-sales ratios are 
more favorable than a year ago in 
spite of a higher rate of output. 
Under these conditions (inven- 
tories are lower in relation to 
sales compared with a year ago) 
apparel and textile sales in the 
next few months should be far 
better than might be expected in 
the current leveling-off period. 
Price stability, no doubt, is a fac- 
tor in creating the confidence that 
retailers are showing. 

(Please turn to page 498) 
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GROWING 
with 
GRACE 


SEALING UNLIMITED . 


N A SINGLE YEAR, more than fifty billion containers of every 
kind are sealed by the Darex “Flowed-in” Gasketing process 


shown here. 


In the process, perfected by the Dewey and Almy Chemical 
Company Division of W. R. Grace & Co., high-speed machines 
designed and supplied by the Division, stream in heat-bonding, 
liquid sealing compounds for industrial applications ranging 
from can lids to crankcases. Here and abroad twelve major 
Dewey and Almy plants supply an amazing variety of chemical 
and rubber specialties, all of which are “Products keyed to 


basic human needs.” 


Dewey and Almy is one of seven Grace chemical divisions 
pioneering new frontiers in chemistry. The development of 
these diversified facilities has made W. R. Grace & Co. one 
of the nation’s leading producers of essential chemicals. 


For copy of the 1955 Annual Report now avail Jept. MWS 


W. R. GRACE & CO. 


Executive Offices: 7 Hanover Square, New York 5 





. from pickles to paint 





tl ~. R. GRACE & CO., backed by a 
century of experience in business and 
industry, continues to move ahead—in 
chemicals, agriculture and manufacturing 

. in widespread Latin-American enter- 
prises ... in) world trade, transportation 
and finance. 


CRYOVAC COMPANY DIVISION 
DAVISON CHEMICAL COMPANY DIVISION 
DEWEY AND ALMY CHEMICAL COMPANY DIVISION 
DEWEY AND ALMY OVERSEAS COMPANY DIVISION 
FOSTER AND KLEISER COMPANY 
GRACE CHEMICAL COMPANY DIVISION 
GRACE CHEMICAL RESEARCH 
AND DEVELOPMENT COMPANY DIVISION 
SRACE LINE INC 
GRACE NATIONAL BANK OF NEW YORK 
POLYMER CHEMICALS DIVISION 
SOUTH AMERICAN GROUP 
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Symbol of Service 











Throughout the World 














Department Stores — Chains 
— Mail Orders — Battle 
For Sales 





(Continued from page 496) 


No little retailer optimism 
stems from the bumper crop of 
babies—more than 4 million chil- 
dren were born in the United 
States last year. Unlike the auto- 
motive and entertainment fields, 
as examples, babies actually be- 
come customers of retail stores 
long before they are born. The 
expectant mother is a prime cus- 
tomer. She becomes an even bet- 
ter customer shortly after the 
baby is born. ' 

Merchants, of course, realize 
that it will take more than a rec- 
ord birth rate to keep business at 
a high level. But a high birth rate 
and greater longevity (the num- 
ber of pensioners is growing by 
leaps and bounds) combined with 
record personal income assure 
satisfactory volume. Retailers are 
conscious of the fact that there is 
a great deal of “choice buying” 
these days. Air-conditioning units, 
rotary grills, lawn swimming 
pools and outdoor furniture are 


net necessities. This type of buy- 
ing depends on high personal in- 
come. 

While sales at the retail coun- 
ter this year are moderately ahead 
of the 1955 showing and all indi- 
cations point to a year in which 
volume will exceed (by 3% or 
4%) the year-ago showing, the 
manifold problems of the stores 
are reflected in the lag of net 
profit. 

Thus, Allied Stores, which op- 
erates 79 units around the coun- 
try, had net sales in the quarter 
ended April 30 of $128,802,000, a 
gain of 6.7% from the year-ago 
quarter. Yet net profit for this 
latest quarter, at $1,514,000, was 
little changed from the $1,504,000 
for the three months to April 30, 
1955. 

Allied is not unique in this re- 
spect. All stores are confronted 
with rising labor costs, keen com- 
petition that brings smaller mark- 
ups, and heavy demands on finan- 
cial resources growing out of 
ambitious expansion programs. 

From the standpoint of the in- 
vestment community, the retail- 
ers (with such notable exceptions 
as J. C. Penney, Sears, Roebuck 
and Federated Department 





$26.00 per share. 


Copies 





This advertisement is neither an offer to sell nor a solicitation of offers to buy any of 
these securities. The offering is made only by the Prospectus. 


625,070 Shares 
The United States Life Insurance Company 


in the City of New York 


CAPITAL STOCK 
($2 Par Value) 


Public Offering Price: $26.00 Per Share 


550,064 of the above shares are being sold by selling stockholders. The 
remaining 75,006 shares are that part to which the selling stockholders 
will not subscribe of an offering of 100,000 shares being made simul- 
taneously by the Company to its stockholders for subscription at 


of the Prospectus may be obtained only from such of the underwriters, 
including the undersigned, as are registered dealers in securities 


June 21, 1956 


in this State. 
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Stores) have not been nearly so 
impressive in the marketplace as 
many of the growth fields, al- 
though there is no question that 
the trade has, for the most part, 
growth qualities. Over the past 
decade, be it noted, all retail sales 
have gone up on the order of 56%, 
but for department stores the rise 
has been something like 21%. 
And while department-store vol- 
ume in 1947 accounted for 5.6% 
of disposable personal income, it 
was whittled to 4% by 1955. 

Obviously, the discount houses 
have cut into their trade sharply. 
Using the fire-with-fire technique, 
they have recaptured a good piece 
of the appliance market. Appli- 
ance sales by department stores 
last year were up about 25%, but 
the price-cutting needed to bring 
in the customers caused sharp 
erosion in profit margins. 

So while toppled sales records 
make interesting reading, the in- 
vestor is not unmindful of the 
fact that dividends are paid not 
from sales but earnings. Enthu- 
siasm for retail equities, notably 
the department stores, also is re- 
strained by the presence, in many 
cases, of heavy senior capital and 
high fixed costs. 

For the long term, the stores 
should derive major benefits from 
the branch-shop trend. Branch 
stores, by and large, have proved 
even more profitable than the 
main establishment downtown. 

While retail stocks as a group 
have moved up in a buoyant mar- 
ket, they have enjoyed nothing 
like the advance of pivotal indus- 
trials. As a consequence, they do 
not assume the stature of major 
market risks. Moreover, they pro- 
vide fairly liberal yields which 
should, in nearly all instances, be 
maintained. 

Assuming a continuance of a 
high-level economy, the stores 
may be counted on to prosper 
moderately, especially if there is 
no further tightening of credit. 

—END 





Keeping abreast of 
Corporate Developments 





(Continued from page 479) 
will put into operation presently 
a 2,000,000-volt atom smasher at 
its research laboratories near 
Dallas. The device, technically 
known as a Van de Graaff accel- 
erator, will be the second at the 
company’s field research labs. 
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Companies Least Affected 
by Labor Problems 





(Continued from page 478) 


cement company’s sales dollar. 
The cement industry, like steel, is 
carrying forward a very large 
capital investment program, run- 
ning into hundred of millions of 
dollars. Cement capacity by the 
end of this year will be at least 
320 million barrels, 10° more 
than on January 1, 1956. By the 
end of 1957, capacity will rise to 
370 million barrels. The new Fed- 
eral highway program will help 
o absorb this additional capacity. 

The cement industry recently 
rvranted to the Cement, Lime and 
Gypsum Workers Union a wage 
‘ise of 18 cents, plus fringe bene- 
fits worth 2 cents more. This 
rather large increase was granted 
in recognition of fact that the in- 
dustry last year gave a rise of 
only 7 cents, well below average. 

To offset the steady rise in 
costs of labor, transportation and 
purchased good and services, the 
cement industry has been rais- 
ing prices. Since October 1, 1955, 
cement prices have risen close to 
25 cents a barrel in most locali- 
ties. These price rises, coupled 
with improved mechanization of 
new plants, and the increased 
volume of business, should enable 
leading cement producers to show 
better earnings this year than last, 
in spite of rise in labor costs. 

The outlook for 1957 earnings, 
however, will depend on the ce- 
ment producers’ ability to put a 
price rise into effect on January 
1 of next year. By that time, al- 
though additional capacity will 
be coming in rapidly, the effect 
of the new highway program may 
not have made itself felt to any 
great extent. Hence, a labor-cost 
squeeze may come into the pic- 
ture next year, unless the indus- 
try follows wise price policies. 

The paper industry is another 
line which has held labor costs 
down reasonably well during re- 
cent years. 

Labor costs of St. Regis Paper 
last year were approximately 
$67.7 million, equal to 26 cents 
on each dollar of sales in line 
with the industry’s average. This 
year, St. Regis and other leading 
paper producers have raised 
prices and are pressing big capi- 
tal investment programs. 
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BORG - WARNER CORPORATION 


“Design it better—make it better” has long been the guid- 
ing principle at Borg-Warner. In line with this concept of 
progress, B-W constantly seeks to improve existing prod- 


ucts and to develop new ones. 


Among the notable products recently introduced by 
Borg-Warner are a new-type clutch for heavy-duty ma- 
chines; Cycolac", a remarkable new plastic of many uses; 
a new cement-type building material lighter in weight and 
with better insulating qualities than concrete or brick; an 
advanced automotive oil cooler; new pumping equipment 
for handling liquid oxygen; new pumps for nuclear reac- 
tor operations; new gas-fired home heating equipment; 
new electro-hydraulic servo valves for control systems of 
aircraft and guided missiles; new axial flow blowers spe- 
cially designed for aircraft, industrial and mobile appli- 
cations; and many others. 


In addition, special B-W research groups are currently 
engaged in the development and testing of such impor- 
tant projects as a new type automatic transmission for 
heavy-duty trucks; a sonic oil well drill; power gear shift- 
ing units for off-the-road earth-moving equipment. 


In these and other fields Borg-Warner is expanding for 
the future, applying its special skills and broad experience 
in research, engineering, production and management to 
continue benefiting almost every American every day. 


ENGINEERING | 


EE 


Wy BORG-WARNER 


PRODUCTION 
EEE 





310 SOUTH MICHIGAN AVENUE, CHICAGO 4, ILLINOIS 
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Hence, it is likely that this in- 
dustry will be able to hold down 
the ratio of labor costs to 1955 
levels this year and increased 
sales should provide improved 
earnings. Of course, on any de- 
cline in sales volume, the ratio 
of labor costs, including salaries 
of executives and clerical workers, 
would rise. That represents the 
big threat in steadily rising labor 
costs; in many industries, the 
higher break-even point resulting 
from cost absorption would make 
profits vulnerable to any decline 
in volume. 

The automobile industry is 
having a year that will fall well 
short of the record-breaking re- 
sults achieved in 1955. To a 
degree, rising labor costs enter 
into this picture. For the auto- 
makers, to offset a 10% boost in 
labor costs which became effec- 
tive in June, 1955, had to raise 
prices on new 1956 models 3 to 
5%. The labor costs were recap- 
tured through the price rise. 
But, unquestionably, some of the 
decfine in volume this year is 
traceable to consumer resistance 
to higher car  prices.. Another 
price rise is shaping up on 1957 
models, when they are_ intro- 
duced this Fall. This will offset 
the labor-cost rise of last June, 
and the higher prices of steel and 
other supplies. 


1957 Model Cars Awaited 


In view of the recent improve- 
ment in auto sales, however, it 
appears likely that the response 
to the new 1957 models, in spite 
of a price rise, will be good. The 
new models will represent “all 
new” bodies and many other im- 
provements which should stimu- 
late sales. 

Were it not for the big invest- 
ments which auto industry is 
making in new plants and equip- 
ment, it it doubtful whether it 
would have been able to hold the 
price rise on new cars as low as 
it did. General Motors this year 
is investing in new facilities $1 
billion, and Ford and Chrysler 
have capital investment pro- 
grams that are relatively just as 
large. The expansion programs 
are preparing the industry for 
the day when new car sales will 
be running between 8 million and 
10 million cars a year, or at least 
averaging this rate during the 
height of the car-buying season. 
3ut, in addition to such expan- 
sion, the new facilities are reduc- 
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ing the amount of labor required 
for engines, automatic transmis- 
sions, body stampings, etc. Auto- 
mation is being pushed aggres- 
sively by the auto industry to 
keep labor cost low. 

Last year, labor costs of all 
kinds accounted for 27 cents of 
each dollar of sales racked up by 
General Motors. Chrysler and 
Ford showed comparable results, 
but their earnings per dollar of 
sales were not as large as General 
Motors, because they are not as 
fully integrated and they had to 
pay a larger ratio of income to 
suppliers of parts. 


Caught In Squeeze 


Industries which are being 
squeezed this year by labor-cost 
rises include appliances, televi- 
sion receivers, textiles and some 
building products, such as lum- 
ber. In these industries, compe- 
tition has been so keen that pro- 
ducers have not been able to 
raise prices sufficiently to offset 
higher costs. 

A case in point is the appliance 
industry. Here General Electric, 
Frigidaire (General Motors) and 
one or two other large producers 
have been engaged in a vigorous 
struggle for a larger share of the 
market. Price rises announced 
late last vear for the 1956 sea- 
son were followed quickly by 
price cuts. 

General Electric and Frigi- 
daire, through automation and 
centralized production, have been 
able to hold labor costs in check, 
to a reasonably good extent. But 
companies such as Aveo Manu- 
facturing, Philco and others have 
not been able to keep pace and 
are finding the going rough, 
volume-wise as well as profit-wise. 
The appliance market is going to 
be substantially bigger in the 
1960’s, but some present producers 
may not be able to survive the 
vears of labor-cost squeezes that 
will precede that boom. 

Similarly, in the television-re- 
ceiver industry, casualties are al- 


ready being recorded. CBS is 
abandoning production of re- 
ceivers, and International Tele- 


phone & Telegraph has sold its 
TV set facilities. This list of com- 
panies encountering labor-cost 
problems can become substanti- 
ally larger if a recession should 
develop and sales should decline. 
For on dip in sales, price-cutting 
usually makes its appearance. 


THE 


In the chemical industry, huge 
investments are steadily reducing 
the labor content of its products. 
Year after year, chemical pro- 
ducers have been investing over 
$1 billion annually in new facili- 
ties. These new plants not only 
provide added capacity, new 
growth products, etc., but they 
substantially reduce labor costs. 

Union Carbide & Carbon last 
year showed a substantial gain in 
sales and income, and again this 
year will show progress. Analysis 
of its report for 1955 shows that 
labor costs were reduced substan- 
tially, per dollar of sales, com- 
pared with 1954, in spite of 
wage rises. 

Thus in 1955, labor costs, in- 
cluding salaries, were $276,859,- 
348, or only 23% of Union Car- 
bide’s sales, which totaled $1,187,- 
000,000. In 1954, labor costs were 
$253.8 million, or over 27% of 
sales, which totaled $923.6 mil- 
lion in that vear. 

In the machine-tool and ma- 
chinery manufacturing  indus- 
tries, which are highly cyclical 
in nature, the current boom is 
helping to offset higher labor 
costs. Companies such as Mesta 
Machine, Cincinnati Milling Ma- 
chine and Joy Manufacturing 
have accumulated large backlogs 
of orders and are operating at a 
substantially higher rate than a 
year ago. But these companies 
also are working hard to reduce 
labor costs through the mechani- 


zation of their own plants. In 
recent years, this industry has 
absorbed many rises and it is 


vulnerable to a dip in sales. 

But these companies, over the 
next few vears, should profit sub- 
stantially through the trend 
toward higher wages. For the 
rise in labor costs in autos, appli- 
ances, coal mining, steel and other 
industries is stimulating heavy 
investment in cost-cutting equip- 
ment. This means larger sales of 
machine tools and other cost-cut- 
ting equipment. 

In the group of industries 
which will make profits from trend 
towards mechanization are mak 
ers of materials-handling equip- 
ment, such as Clark Equipment; 
automatic controls, such as Min- 
neapolis-Honeywell and American 
Machine & Metals, and the big 
producers of industrial electrical 
equipment, including generators, 
such as General Electric, Westing- 


house Electric Corp. and Allis- 
Chalmers. —END 
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For Profit and Income 





(Continued from page 481) 


from a year ago, output was so 
high that factory-distributor in- 
ventories now total about 500,000 
units, against 285,000 a year ago. 
Sunbeam Corp., maker of high- 
quality, trade-marked small elec- 
tric appliances, seems to be doing 
well in an intensely competitive 
market. The stock has recently 
been making new highs. The com- 
pany seems able to come up with 
one or two “hot” new items nearly 
every year. Its most recent big 
hit prior to this year was the elec- 
tric Frypan, which still outsells 
all others. Its present “‘hot” addi- 
tions to the line are a small elec- 
tric shaver for women and a low- 
priced, electric rotary lawn- 
mower. Both are in short supply; 
and neither can be bought at a re- 
tail discount. Yet, when all is said 
and done, Sunbeam has to run 
hard to stay where it is. For in- 
stance, as far back as 1950 it 
earned $3.34 a share on sales of 
$67.4 million, with an operating 
margin of 29.1°°. In the year 
ended March 31 it earned $3.33 a 
share on sales of $107.2 million, 
with the operating margin at 
20.7%. The stock is probably 
worth holding. We would not 
reach for it. In fact, we would 
not buy it at anything like present 
price of 42, yielding about 3.5‘ 

on an “indicated” dividend basis 
of $1.45, of which $1.20 is the 
regular rate. END 





Diversification: The Sense, 
and the Nonsense 





(Continued from page 450) 


current earnings against aggre- 
gate earnings prior to merger, is 
an acid test under which too many 
recently developed combinations 
would fail). 

Diversifications have also not 
been notably successful where the 
incentive was simply the apparent 
greener pastures of other indus- 
tries. This industry-hopping, or 
“poaching”, is one of the most 
regrettable features of the diver- 
sification wave. The air-condition- 
ing industry, which is presently 
suffering an acute attack of poach- 
ing, is rapidly becoming a sick 
industry, in much the same way 
that television and anti-biotics 
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---in B&O's Land of 
Big Opportunity 


A 64 acre site—or any other acreage 
you need! 

Let B&O’s long and varied experience 

in plant location go to work for you! 
B&O’s Land of Big Opportunity is the 
proved center for national distribution . . . 
resources are tremendous. . . power plen- 
THIS tiful, rail transportation fast and depend- 
SPECIAL STUDY able. Without question, we can suggest a 


ON REQUEST FROM . . 
The B&O Railrood site to suit! Look them over on the 
Baltimore 1, Md. ground, or see them at your desk in 


a 3-dimensional color and air views. Ask 
our man! 


her 9 ag YOU CAN REACH HIM AT 

BALTIMORE 1 —LExington 9-0400 
NEW YORK 4—Digby 4-1600 CINCINNATI 2—DUnber 1-2900 
PITTSBURGH 22—COurt 1-6220 CHICAGO 7—WaAbash 2-2211 





Baltimore & Ohio Railroad 
Constantly doing things—better! 
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were sick industries in the recent 
past. The usual signs of excessive 
capacity, sharp price-cutting and 
reduced earnings, have already 
appeared, and many executives in 
the industry confidently expect 
some corporate demises before the 
situation will be relieved. 
Diversification that originates 
in the research laboratory can 
often introduce important bene- 
fits. But where new products de- 
veloped in the laboratory lead far 
afield from the company’s major 
market, it may also lead to serious 
dilution of managerial effort, and 
vastly complicated problems of 
marketing and financing. 
And perhaps most seriously of 


A regular quarterly dividend 


of 30c per share has been de- 
clared by Daystrom, Inc. Checks 
will be mailed August 15th to 
shareholders of record July 27th. 





Electrical and 
electronic products 


Modern furniture 








DIVIDEND NO. 174 


ON COMMON STOCK 
The Board of Directors of Con- 
sumers Power Company has 
authorized the payment of a 
quarterly dividend of 55 cents 


per share on the outstanding 
Common Stock, payable Au- 
gust 20, 1956 to share owners 


of record July 20, 1956 


DIVIDEND ON 
PREFERRED STOCK 


The Board of Directors also 
has authorized the payment of 
a quarterly dividend on the 
Preferred Stock as _ follows, 
payable October 1, 1956 to 
share owners of record sep- 
tember 7, 1956 
CLASS PER SHARE 
$4.50 $1.12'2 
$4.52 $1.13 
$4.16 $1.04 


CONSUMERS POWER COMPANY 
JACKSON, MICHIGAN 


Seruing Outstate Wichigan 


‘d 
7 
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all, diversification by merger can 
be achieved at so high a price (be- 
cause of over-optimism about the 
eventual cost benefits of integra- 
tion) that even successful opera- 
tion may yield a very low return 
on investment. In this respect, the 
current merger movement is yet 
untested; it remains to be seen 
whether acquisitions made during 
a period of pronounced inflation 
and debt expansion will, in the 
future, yield a return at all com- 
mensurate with the cost of enter- 
ing the new market. 

Finally, some word of caution 
would seem to be advisable on the 
subject of the effects of diversifi- 
cation on total business condi- 
tions. It is usually assumed, with 
a blithe disregard for proof, that 
the diversification of the individ- 
ual company has increased the re- 
sistance of business to recession. 
There is no clear reason why this 
should be so. Industries which 
have diversified into less cyclical 
industries now doubtless are par- 
tially insulated against the cycle. 
But those that have diversified in- 
to more cyclical industries have by 
the same taken increased their 
vulnerability. In fact, while the 
evidence is far from complete, it 
seems probable that diversifica- 
tion has, on balance, yielded a 
more sensitive, rather than a less 
sensitive, total structure, since it 
has induced an amplification of 
‘apacity in many markets that is 
already producing unhappy com- 
petitive results. For the individual 
company, diversification can be a 
useful and practical procedure: 
for some, it is an inevitable pro- 
cedure. But it is far from a cure- 
all for all of the ills that may 
beset the American economy in 
the future, and if it is undertaken 
with more enthusiasm than ex- 
perience it can be disastrous to 
the enterprise, and perhaps to the 
industry of which it is a part. 





The Dark Continent 
Sees New Light 





(Continued from page 461) 


alone valued at about $400 mil- 
ion. Outside investment in the 
country is estimated to exceed $2 
billion, with about $60 million 
new foreign capital invested an- 
nually in recent years. 

The leading mineral product 
and chief foreign exchange earner 
is copper, output of which ex- 
ceeded 246,000 tons in ’54, Other 
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major mineral products include 
cobalt, tin, industrial diamonds, 


gold, zinc, manganese, and lith-} 


ium. The Shinkolobwe uranium- 


radium mine is still considered | 


one of the largest producers in 
the world. 
The Congo’s 


agriculture in- 


cludes both large plantations and | 
the small holdings of native culti- | 


vators. The most important single 
plantation crop is coffee, which is 
also the second largest foreign 
exchange earner. Other important 
non-mineral exports include: palm 
oil, cotton, palm kernels, rubber, 
timber, cocoa, tea, bananas, pyre- 
thrum and cinchona. 

The progress of industrializa- 
tion has been marked. Factory 
output has doubled in the last five 
years. Most agricultural prod- 
ucts, including tobacco, are now 
processed locally; the Congo also 
produces many types of chemicals, 
drugs, explosives, building mate- 
rials, and glass. With wages of 
native labor up some 500 per cent 
since 1949, there has been a phe- 
nomenal expansion of internal 
trade. In general, the share of the 
native economy in the gross na- 
tional product is expanding faster 
than the white man’s share. 

But there are obstacles to rapid 
realization of the Congo’s great 
economic potential. As in Rho- 
desia, they are transportation, 
power, and skilled labor. The 
Belgian Congo is a country one- 
third the size of the United 
States; it may be likened to an 
enormous saueer with a diameter 
of roughly a thousand miles. But 
most of the country’s economic 
activities take place around the 
rim, the center being mainly 
dense, humid, tropical forest. 

To overcome some of the ob- 
stacles to future economic devel- 
opment, the Belgian authorities 
launched in 1949 a 10-year devel- 
opment program. The core of the 
program, the cost of which is 
expected to exceed $1.6 billion, is 
highway construction, the linking 
of detached railway systems, and 
power development. One recently- 
finished project, a large hydro- 
electric power station at Zongo, 
is expected to end the acute short- 
age of electrical power in the in- 
dustrial Leopoldville area. A 
third huge waterpower station 
(at Le Marinel) is under con- 
struction in the Congo’s own cop- 
perbelt, the Katanga. 

However, the 

(Please turn to page 504) 
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A, this writing, the 15 stocks which the Forecast 
is carrying show over 500 points appreciation from 
our original buying prices. 

They include a number of issues which have 
advanced 100°7, 200% and more since we recom- 
mended them — stocks such as Boeing, General 
Dynamics, Sperry Rand, International Telephone, 
Southern Railway. These recommendations clearly 
demonstrate our ability to select issues that are 
logical candidates for stock splits, well conceived 
mergers — where dividends are likely to be in- 


creased or augmented by extras in cash or stock. 


Our Subscribers Hold Cash Reserves 
Ready for New Opportunities 


For some time, we have postponed all buying of 
new security selections, because we believed the 
market had become too vulnerable for subscribers 
to expand their positions. 

Now the secondary decline in stock prices is 
bringing some specially favored issues to a new 
buying level. In our coming Forecast Bulletins we 
will give the buying signal when promising stocks 
are truly undervalued in light of 1956-57 prospects. 
And ...over the months ahead as further excep- 
tional opportunities emerge at bargain prices — 
we will round out our investor position in our 


3 supervised investment programs, including: 


OVER 500 POINTS PROFIT ON THE 
15 STOCKS IN OUR OPEN POSITION 





¢ High-grade securities stressing safety, as- 


sured income-sound enhancement 


¢ Dynamic Stocks for Substantial Profits 


with Higher Dividend Potentials 


e Strong Low-Price Situations for Large 


Percentage, Longer-Term Gains 


Each week, too, you will receive our Bulletin, keep- 
ing you a step ahead of the public, on the outlook 
for the securities market — the action of the 46 
major stock groups . . . prospects for business — 
latest Washington news . . . as well as current trend 
signals given by the Dow Theory — and by our 


famous Supply-Demand Barometer. 


ENROLL NOW — GET OUR LATEST ADVICES 


— our counsel on your present holdings. 


Send your subscription today, so you will receive 
our prompt buying advices as special dividend 
payers with unusual growth potentials reach un- 
dervalued levels. 

With your order, enclose a list of your present 
security holdings (12 at a time). Our staff will 
analyze them promptly and counsel you which to 
retain — which to sell to release funds to buy our 


coming recommendations. 





























. 
Mal (Coupon * SPECIAL OFFER—Includes one month extra FREE SERVICE | --=eommoae * 
Joday. THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street, 90 Broad Street, New York. N. Y. 
Special Offer I enclose [) $75 for 6 months’ subscription: [] $125 for a year’s subscription 
(Service to start at once but date as officially beginning 
one month from the day you receive my payment. 
MONTHS’ $75 SPECIAL MAIL SERVICE ON BULLETINS 
Air Mail: [) $1.00 six months $2.00 ] Telegraph me collect in anticipation of 
SERVICE one year in U. S. and Canada important n ket turning points .. 
Special Delivery: { 5 six months When to buy and when to sell . when 
] MONTHS’ $125 [] $10.40 one year to expand or contract my position. 
SERVICE Name 
. , . Address 
Complete service will start at cit 
once but date as officially be- ta 
ginning one month from the day State 
your check is received. Sub- Your subscription shall not be assigned at List up to 12 of your securities for our 
| scriptions to The Forecast are any time without your consent initial analytical and advisory report. 
deductible for tax purposes. « * 
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may not be far off after all—of 
the Congo authorities is to har- 
ness the mighty Congo where it 
descends from the Central Afri- 
can plateau on its way to the 
Atlantic Ocean. It is estimated 
that power stations with total 
generating capacity of some 25 
million kw. could be built. 





Another Look At 50 Stocks 





(Continued from page 453) 


MONSANTO CHEMICAL: 
Would not disturb holdings pur- 
chased as long-range investments. 

PHELPS DODGE: Copper 
stocks spurted upward early this 
spring following the speedy up- 
trend in world copper prices. 
With the metal now settling back 
to a more “normal” price level, 
the copper issues, including the 
best of them, have lost their 
speculative bloom. Supply and de- 
mand are approaching balance. 

PHILCO CORP.: Profits 
squeeze, earnings erosion and 
dividend slash tell the story of 
this important producer of radio 
and TV sets as well as a line of 
kitchen appliances. Immediate 
outlook does not point to any 
quick restoration of one-time 
earnings power. We believe there 
are more desirable issues. 

PILLSBURY MILLS: This sec- 
ond largest of the flour millers 
is hovering around the low of the 
year. This stable issue appears to 
be thoroughly deflated, especially 
in the light of 1956 fiscal year’s 
earnings of well over $5 per 
share. Dividend and earnings 
record is outstanding. Nature of 
the business gives it an important 
defensive stature. 

RADIO CORP. OF AMERICA: 
Aggressive in sale and dynamic 
in research, this company is out- 
standing in the electronics-appli- 
ance industry. Even considering 
its long-range potential, the stock 
has already discounted near-term 
earnings and dividend outlook. 
This issue has decided merit. 

RAYONIER: A commentary 
on the company will be found in 
the article dealing with textiles. 

RAYTHEON: On the basis of 
indicated fiscal 1956 net of a little 
more than $1 a share, this issue, 
even at its current low price, ap- 
pears to be amply valued. 

REYNOLDS METALS: Obvi- 
ously, this is an issue that has no 
appeal to the investor whose pri- 
mary interest is income return. 


504 


Speculative investors who bought 
the stock at prices considerably 
under the present level, with mar- 
ket appreciation as the primary 
motive, should consider taking 
partial profits at the prevailing 
price, marking down the cost of 
retained shares. 

RHEEM MANUFACTURING: 
Price weakness in this issue re- 
flects small 1956 first-quarter 
earnings of 45 cents a share, 
compared with 95 cents in the 
like quarter a year earlier, and 
the reduction in quarterly divi- 
dend to 40 cents from 60 cents. 
This leading producer of steel 
cylinders and a wide variety of 
water heaters along with military 
goods may experience some im- 
provement in the current half, 
but earnings for the year as a 
whole figure to be sharply below 
the 1955 showing. We would not 
at the moment recommend. 

RUBEROID: Record of the 
company, which has a major 
stake in the construction indus- 
try, shows signs of stabilizing— 
and could do better under stimu- 
lation of plant expenditure. This 
is good quality old line company. 

SPENCER CHEMICAL: Con- 
tinued weakness reflects keen 
competition, which has increased 
in intensity as other companies 
in the petrochemical and chemi- 
cal industries have entered the 
fertilizer field. The immediate 
outlook is rather drab in the light 
of over-production of agricultural 
chemicals, although Spencer’s 
polyethylene project, which went 
into operation last year, gives a 
measure of diversification. 

STEVENS (J. P.): See com- 
ments in textile article. 

STUDEBAKER - PACKARD: 
In the light of the automotive 
sales picture and the position of 
this company, we believe this 
issue to be highly speculative. It 
is the kind of situation, however, 
in which news of Government 
help in the form of defense con- 
tracts or a tie-up with another 
company, probably Curtiss~ 
Wright. might cause a flurry. 

UNDERWOOD CORP.: Recent 
action in cutting auarterly divi- 
dend to 25 cents from 50 cents 
was prompted by decision to con- 
serve cash resources for new pro- 
gram of electronic and other re- 
search and plans for moderniza- 
tion and expansion of manufac- 
turing facilities. Company, up to 
now, has failed to keep stride 
with electronic developments in 
the industry, but the introduction 


THE MAGAZINE OF 


of “young blood” into the man-} 
agement may change the picture. 
UNITED CARBON: Would! 
continue to hold for growth pros- | 
pects in several fields which are} 
likely to do well this year, off-} 
setting possible decline in sales of 
carbon black for tire production. 
VIRGINIA - CAROLINA 
CHEMICAL: Remarks on Spen-} 
cer Chemical are generally ap- 
plicable to this company. 
WESTINGHOUSE ELEC- 
TRIC: The five-month strike cost 
the company a big piece of the 
appliance market—so that this 
second-ranking company in elec- 
trical equipments now has a job 
to do to regain its splendid com- 
petitive position, especially under 
conditions in the household appli- 
ance industry. The extent to 
which this can be offset by big in- 
dustrial products and potentials in 
the field of atomic energy remains 
to be seen. While there may be no 
immediate “kick” for current in- 
vestment, it should have attractive | 
potentials for long-term investor. 
ZENITH RADIO: Long-range 
commitments in this issue should | 
be held, Volatile nature of its ac- 
tion is not for fainthearted.—END | 
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(Continued from page 445) 


asunder. Thereafter, the First In- 
ternational became separate so- 
cialist movements in individual! 
countries. Because of varied na- 
tionalinterests, cooperation among 
these parties gradually waned. 
The programs, as they evolved, 
tended to support a gradual trans- | 
formation of capitalist society 
rather than preach overthrow. 

One may conclude that national- 
ism, especially in the new coun- 
tries of Asia and Africa, is 
proving to be a stronger force 
than communist ideology. We are 
witnessing the working out of a 
compromise between nationalism 
and communism, This may make 
communism more palatable to new 
nations that are anxious to trans- 
form as quickly as possible into 
industrialized economies. But com- 
munism is also taking the risk that 
its basic nature and objectives 
may change completely. 

This is no time for shouts of 
victory. In fact, the divisive proc- 
ess which may transform com- 
munism can be helped if the Free 
World lets it run its own course. 
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Helping You to ATTAIN and RETAIN 


FINANCIAL INDEPENDENCE | 


(Important—To Investors With $20,000 or More!) 


 eeccnec0eccee 


| Management Service has earned 
the steady renewals of its clients (many have 
been with us 5, 10, 15 and 20 years)... by 
helping them to build up their capital to a 
level where they enjoy financial independence 
... and by aiding them in the management of 
their funds, securely and productively, once 
they have reached retirement status. 


We offer you the most complete, personal 
investment supervision available today—fitted 
precisely to your own aims — and to today’s 
conditions and tomorrow's outlook in this era 
of amazing scientific achievement, industrial 
advancement and investment opportunity. 


Expert Analysis of Your Present Holdings: 


Our first step in serving you is to make a detailed 
report—analyzing your entire list—taking into con- 
sideration income, safety, diversification, enhance- 
ment probabilities—today’s factors and tomorrow’s 
outlook. 


Issues to Hold and Advantageous Revisions: 


Definite counsel is given on each issue in your 
account .. . advising retention of those most attrac- 
tive for income and growth .. . preventing sale of 
those now thoroughly liquidated and likely to im- 
prove. We will point out unfavorable or overpriced 
securities and make substitute recommendations in 
companies with unusually promising 1956 prospects 
and longer term profit potentials. 
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Close Continuous Supervision of All Holdings: 


Thereafter—your securities are held under the 
constant observation of a trained, experienced Aec- 
count Executive. Working closely with the Directing 
Board, he takes the initiative in advising you con 
tinuously as to the position of your holdings. It is 
nerer necessary for sou lo consult us. 


When changes are recommended, precise instruc- 
tions as to why to sell or buy are given, together 
with counsel as to the prices at which to act. Alert 
counsel by first class mail or air mail and by tele- 
graph relieves you of any doubt concerning your 
investments. 


Complete Consultation Privileges: 


You can consult us on any special investment 
problem you may face. Our contacts and original 
research sometimes offer you aid not obtainable eclse- 
where—to help you to save—to make money. 


Help in Minimizing Your Taxes: 


We keep in mind the tax consequences of each 
transaction and help you to minimize your tax lia- 
bility under the new tax provisions. (Our annual fee 
is allowed as a deduction from your income for 
Federal Income Tax purposes, considerably reducing 
the net cost to you.) 


Annual Personal Progress Reports: 


Throughout the year we keep a complete record 
of each transaction as you follow our advice. At the 
end of your annual enrollment vou receive our audit 
of the progress of your account showing just how 
it has grown in value and the amounts of income it 
has produced for you. 








Fun information on Investment Management Service is yours for the asking. Our rates are 
based on the present value of securities and cash to be supervised—so if you will let us know 
the present worth of your account—or send us a list of your holdings for evaluation—we shall 
be glad to quote an exact annual fee...and to answer any questions as to how our counsel 


can benefit you. 








INVESTMENT MANAGEMENT SERVICE 


A division of THE Macazine or WALL Street. A background of forty-eight years of service. 


90 BROAD STREET 


NEW YORK 4, N. ¥. 
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What’s been true so long of copper wire and cable 
from Anaconda has for seven years been equally 
true of aluminum conductors that bear the Ana- 
conda name. Their production is under the direct 
control of Anaconda at every step from primary 
metal production through fabrication. 

To the traditional assurance of quality, Anaconda 
Aluminum Company’s new plant at Columbia Falls, 
Montana, adds the assurance of dependable supply. 
Now in full operation at the rate of 120,000,000 
pounds a year, it is producing enough aluminum 
for Anaconda’s fabricating facilities, plus a good 
supply for other manufacturers. 

The Company’s subsidiary, Anaconda Wire & Cable 
Company, now provides a seven-mill service in 


The 


ANACONDA 


Company 


aluminum wire and cable. The Anaconda line of 
electrical wire and cables both copper and 
aluminum is the broadest available. 


With the completion in 1957 of a new aluminum 
fabricating plant at Terre Haute, Indiana, The 
American Brass Company will provide aluminum 
sheet, strip, tube and extrusions. Anaconda will 
then offer a wide selection of mill shapes in alumi- 
num or copper and copper alloys—just as it today 
offers a wide choice in electrical conductors. 


Full line and full quality control enable Anaconda 
and its manufacturing subsidiaries to meet indus- 
try’s most exacting demands with the world’s larg- 
est line of non-ferrous metals and metal products. 
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The American Brass Company 

Anaconda Wire & Cable Company 

Andes Copper Mining Company 

Chile Copper Company 

Greene Cananea Copper Company 

Anaconda Aluminum Company 

Anaconda Sales Company 

International Smelting and Refining Company 
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